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INTERNATIONAL PERFORMANCE 
FROM  INTERNATIONAL EXPERTS 
..... Rowe Price International Equity Funds. If your portfolio is limited to U.S. investments, 
you are missing out on the higher returns international investments can offer. Comparing 
returns for recent 10-year holding periods shows that you would have earned more in foreign 
markets than in the U.S. 
International diversification for  high returns 
with reduced risk. As these performance numbers 
clearly demonstrate, our family of international 
equity funds allows you to take advantage of the 
higher, long-term returns that foreign markets can 
provide. In addition, because foreign economies do 
not follow the same cycle as the U.S. economy, 
diversifying internationally can help reduce your 
portfolio's overall risk. 
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Price joined forces with Robert Fleming Holdings,  International 
Ltd., one of the world's oldest and most successful  Discovery 
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Today, our fund managers have access to a world-
wide network of on-site investment analysts, 
giving us a distinct advantage in finding 
opportunities that can provide you with strong, 
long-term return potential. 
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All T.  Rowe Price mutual funds are 100°/o no 
load. International investing has special risks, 
including currency fluctuations, the volatility of 
emerging markets, and limited geographic focus. 
$2,500 minimum investment, $1,000 for IRAs. 
Latin America Fund-our newest addition 
Call 24 hours for your free report and prospectus 
1-BOD-541-6648 
Invest With Confidence 
T.Roweltice 
*Foreign returns are expressed in U.S. dollars. Sources: Foreign stocks-Morgan Stanley Capital international EAFE Index (Europe, Australia, Far East); U.S. stocks-Standard & Poor's 500 Stock Ind( 
This chart is for illustrative purposes only and does not represent an investment in any T.  Rowe Price fund. *  *Figures include changes in ptincipal value, reinvested dividends, and capital gain distrib 
tions. Total returns represent past perf01mance and cannot guarantee future results. Investment return and principal value will vary and shares may be worth more or less at redemption than at oriJ 
nal purchase. Past and present expense limitations have increased the funds' total  return.  There is no guarantee that the funds  will  achieve their objectives. Request a prospectus with  more comph 
infOtmation, including management fees and other charges and expenses. Read it carefully before you invest or send money. T.  Rowe Price Investment Services, Inc., Distributor.  IEF0241 N OVEMBER  1994  NU MB E R  341 
M  A  G  A  Z  I  N  E  0  F'  T  II  E  E  U  R  0  P  E  A  N  U  N  I  0  N 
SPAIN 
EU Country Profile. Spain's Socialists have endured two tough votes, while the 
Conservative Popular Party has gained strength. Benjamin jones  6 
Investing in Spain. After losing many potential foreign investments to Eastern European 
during the early 1990s, foreign firms are again investing in Spain. Benjamin jones  8 
Spain Rediscovers the New World. Spanish companies are banking on a Latin 
American niche. Gina Gianzero  11 
OIL 
Europe's Power Industry. Although the continent itself contains comparatively little 
in the way of crude oil reserves, Europe maintains a worldwide influence in the oil 
industry. Robert S.  Bassman  14 
Kazakhstan. With its vast oil reserves, is the former Soviet republic the world's new 
Kuwait? Laurie Laird  18 
European Energy Charter. A  bold initiative to open up the massive oil and gas fields 
of the former Soviet Union to Western investment. Bruce Barnard  20 
BUSINESS  & TRADE 
World Trade Organization. The WfO does not exist yet, but a year from now it will be 
one of the most important and closely watched groups in the world. Bruce Barnard  22 
Interview. Horst Krenzler, the EU's director general for exten1al trade, discusses the 
World Trade Organization and the future enlargement of the EU.  26 
Albania. Once Europe's most isolated and poorest country, Albania is gearing up for 
tourism. Larry Luxner  28 
TRAVEL 
Parador Paradise. Some of Spain's most charming historical landmarks are also 
hotels. Elisabeth Farrell  30 
Barcelona. After the waning of its Olympic glory, 
Barcelona remains an elegant and hard-working Euro-
City. Alan Tillier  32 
DEPARTMENTS 
2  Letter from the Editor 
4  Eye on the EU 
35  Letter from Kiev and Capitals 
42  Newsmakers 
47  Arts a Leisure 
14 Although most 
of Europe's oil 
reserves are 
under the North 
Sea, European 
oil companies 
own operations 
worldwide. 
2  EUROPE 
Letter from the Editor 
When most people think of oil, they think of the Middle East, 
Texas, or Alaska,  so  it may come as a surprise that two  of the 
largest oil companies currently operating in the world are Euro-
pean-British Petroleum and Royal Dutch Shell. 
EUROPE profiles the leading European oil firms and looks at 
their involvement in the US market. We also look at the potentially 
vast oil deposits in the former Soviet republics, especially those in 
Kazakhstan. 
Laurie Laird, a frequent contributor to EUROPE, recently trav-
eled to  Kazakhstan and reports on American and Euro-
pean oil firms who are now working with the Kazakh gov-
ernment to exploit that country's oil resetves. 
The new World Trade Organization  (WfO), with its 
headquarters to be based in Geneva, is scheduled to re-
place GATI in January. Horst Krenzler, director general 
for external economic relations for  the European Com-
mission, talks about the European Union and the WfO, 
differences between GATI and the WfO, US--EU trade, 
and the future enlargement of the EU. 
Bruce Barnard, a EUROPE contributing editor writing 
from Brussels, offers our readers an in-depth view of how 
the new wro will work and who the key players will be 
in this new international organization. 
Our country profile  this month focuses  on  Spain.  Benjamin 
Jones, our Madrid correspondent, presents an up-to-date view of 
Spain's political and economic problems. Spain has been suffering 
one of the worst unemployment rates in Europe, but the economy 
appears set to recover shortly. 
Part of Spain's recovery can be traced to US and European in-
vestment in the country. Multinationals, including General Elec-
tric, Eastman Kodak, Unilever, BP, and Guinness, are successfully 
investing in different regions of Spain. 
Gina Gianzero discusses Spanish investment in Latin America 
and points out that Telefonica, Spain's phone company, is an active 
player  throughout  Latin  America  and  has  recently  purchased 
stakes in telephone operations in Argentina, Chile, Venezuela, and 
Peru, and Grupo Sol, Spain's largest hotel chain, is very active in 
Cuba. 
Barcelona,  which  became  known  throughout  the  world  for 
hosting the 1992 Summer Olympics, is positioning itself as the key 
"Euro-City" of the Latin Arch region. Construction can be seen ev-
erywhere from  the redesigned  port to  the reorganized  airport. 
EUROPE offers a guide to visiting Barcelona with a listing of ho-
tels and restaurants and other key sights to visit. 
If  you plan to travel to Spain in the near future, we present an 
article on the country's 86  unique "paradors," which are castles, 
inns,  and  other historic spots where visitors can stay on a trip 
across Spain. 
Robert J. Guttman 
Editor-in-Chief 
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issue of EUROPE. Fixed-Income Investors: 
DIVERSIFY OVERSEAS 
Protect your portfolio.  Diversifying your fixed-income assets in foreign bonds can help reduce 
the overall risk of your portfolio. That's because the performance of bonds generally reflects 
each country's economic and monetary policies, which tend to move independently of one 
another. Thus, strong performance in one country can help offset underperformance in another. 
In addition, since interest rates vary widely from country 
to country, diversifying among issues from many nations 
may also generate higher returns than a portfolio of bonds 
from a single country. 
Three ways to earn international income.  T. Rowe 
Price foreign bond funds can help you achieve the right 
balance for your portfolio. As described in the adjacent 
panel, each fund maintains a distinct investment strategy, 
ranging from conservative to aggressive. And all three 
funds invest primarily in high  -quality bonds of any 
given country. 
Managed by an international leader.  More than a 
decade ago, T. Rowe Price teamed with Britain's century-
old Robert Fleming Holdings, Ltd., to form Rowe Price-
Fleming. Today, Rowe Price-Fleming serves as adviser to 
all nine T. Rowe Price international funds. With access to 
13 financial centers worldwide, we provide market insight 
and extensive investment research. This high level of 
expertise helps explain why we are America's largest 
provider of no-load, international mutual funds, managing 
more than $18 billion in foreign stock and bond assets. 
Request a free report.  To learn more about interna-
tional investing, which does have special risks including 
currency fluctuations and changes in foreign interest 
rates, call today. Minimum investment per fund is just 
$2,500 ($1,000 for IRAs). No sales charges. 
Call 24 hours 
International 
Bond Fund 
Our most aggressively managed 
foreign bond fund invests primarily 
in corporate and government bonds 
outside the U.S. The Fund has 
earned a 5-star (*****),risk-
adjusted performance rating from 
Morningstar, an independent 
publisher of mutual fund ratings~ 
Global Government 
Bond Fund 
Conservatively managed, the 
Fund primarily seeks high income 
by investing in U.S. and foreign 
government-backed bonds. 
Short..,.erm Global 
Income Fund 
Offering the lowest relative risk 
among these three funds, the 
Fund invests in securities with 
short-term maturities throughout 
the world. 
for a free report and prospectus 
1·800·541·8462 
Invest With Confidence 
T.Roweltice  IFT024216 
'Morningstar proprietary  ratings  reflect historical risk-adjusted performance  as  of 9130194.  These  ratings  may  change  monthly. Ratings  are  calculated from  the  Fund's  3- and 
;-year average annual returns in excess of 90-day Treasury bill returns with appropriate fee adjustments and a risk factor that reflects Fund performance below 90-day Treasury bill returns. 
Iybrid funds were rated against a combined universe of 1,863 and  1,428 equity, taxable bond, and hybrid funds for  the 3- and 5-year periods ended 9130194, respectively. The Fund's 3- and 
;-year ratings are 4 stars and 5 stars, respectively. 10% of funds in an investment category receive 5 stars. Past performance cannot guarantee future results. Investment return and principal 
alue will vary and shares may be worth more or less at redemption than at original purchase.  Request a prospectus with more complete information, including management fees and other 
:harges and expenses.  Read it carefully before you invest or send money.  T.  Rowe Price Investment Services, Inc., Distributor. his life to report- and its predeces- of Genoa, Italy, he had al-
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ficial influence on the devel- the more glam- Union.  ation of the Euro- ation, with only one other 
opment of the European  orous media  pean Coal and  journalist involved. Yet from 
Communities.  started to take the  •••  Steel Community  the beginning it came out five 
He was the first to devote  European Union  (ESCS). A native  days a week in four different 
FRANCE 
GERMANY  SCOTLAND 
No matter what part of the world 
At United Van lines International, we fit the special trans-
portation needs of our customers, no matter what hat they 
wear. And our commitment to quality service isn't limited by 
any nation's borders ...  or to a single type of business. United's 
worldwide family of 1,000 experienced agents provides per-
sonalized, professional attention to a wide range of shipments: 
...  services to help the Human Resources Manager 
smooth the transition of employees to new assignments. 
...  services to assist the Traffic Manager in makin~ 
certain that a trade show exhibit arrives intact and on tin 
ready to start generating new business. 
...  services for a Project Manager who is looking f< 
a better way to forward general commodities to the port 
entry or project cargo to a remote job site. languages (French, German, 
English, and Italian). The 
German version was dropped 
some years ago, but there is 
now also a Spanish edition 
published in Madrid. 
The ECSC officials did not 
much appreciate Gazzo's ef-
forts, particularly when he 
published scoops which 
proved embarrassing. Yet 
Gazzo was clear that the pub-
lic had a right to know what 
was going on if  the new orga-
nization was not to develop 
into an irresponsible technoc-
racy. Jean Monnet, the first 
president of the ECSC, chided 
Gazzo for publishing details of 
decisions before they had for-
mally been taken. Years later 
he told him that he had been 
quite right to do this. 
In time most people work-
ing for the ECSC, and later 
for the EC itself, came to ap-
preciate and rely on Agence 
NETHERLANDS 
Europe as a prime source of 
information about the work of 
their own organization. A 
later EC Commission Presi-
dent, Roy Jenkins, paid trib-
ute to Gazzo in his European 
Diary as a "remarkable and 
wise editor." 
Throughout his career, 
Gazzo remained an optimist 
and an idealist, but not a 
starry-eyed one. He strongly 
criticized de Gaulle for keep-
ing the United Kingdom out, 
and consistently campaigned 
for British entry over many 
years. More recently he chas-
tised the British government 
for its opposition to the feder-
alist direction in which he 
hoped and expected the Eu-
ropean Union would move. 
Yet he did not despair of the 
British, whose pragmatism 
he admired and which he be-
lieved would lead them, if a 
little tardily, to the same 
objective. 
Agence Europe is now a 
flourishing concern, but it 
bears signs of its humble be-
ginnings, still being produced 
in a cyclostyled form on poor 
quality paper. Gazzo attrib-
uted this to his Genoese 
origins, once telling me: 'We 
are known as being even 
more frugal than the Scots." 
Gazzo penned the last of 
his daily commentaries only a 
week or so before his death. 
They had long ago become an 
absolutely irreplaceable 
source for everyone con-
cerned either personally or 
professionally with the Euro-
pean Union. Brussels-based 
journalists, in particular, came 
to depend on his insights, and 
whether or not we acknowl-
edge it, most of us has plun-
dered his writings on frequent 
occasions over the years. 
A courteous, kindly, affa-
ble man, who bore lightly his 
great knowledge and author-
ity, Emanuele was married 
for over 50 years to Maria 
Ferrero, a doctor's daughter, 
who survives him. Their twin 
daughters, Marina and Lidia, 
born during an American air 
raid on Genoa, are both car-
rying on the torch. 
Marina is assistant editor-
in-chief of Agence Europe, and 
Lidia, who lives in Stuttgart 
with her husband and 
Emanuele's granddaughter 
Francesca, is a frequent con-
tributor, going over to Stras-
bourg every month to help 
her sister report on the Euro-
pean Parliament. Emanuele 
Gazzo is gone, but his spirit 
lives on in their work and in 
the publication which he cre-
ated and guided for over four 
decades. 
-Dick Leonard 
CHINA 
nportant to you, we've got it  covered! 
Let United, the total transportation expert and the largest 
)Usehold goods carrier in the U.S., be your link to any of 
ore than 200 countries around the world. For complete 
~tails, contact your local agent. ..  or call the International 
epartment at United's World Headquarters (800-325-3924). 
United Van Lines ...  providing service that's always the 
~rfect fit. 
I  ~~iii  ii ifff;s =-!:  'i!sl!liii 'Ill  iii  IE  - ~::...=:::;..:;;;;.:~~LI:l~;.>..<..:;...:....,;;;;:;;,_::,:::::::--, 
6  i~=  ila s  .e:::r .&rli 
=:J§-=  iii iii illiil!!l 
i!!il  i!!ii.EJil  -
UIWIIi::U® 
Van lines 
the QUALITY SHOWS in every move we make.  SM 
I.C.C.  No. MC 67234 SPAIN 
TWO  YEARS AFTER SPAIN  WOWED 
the world with the Summer Olympics and 
Expo '92, nothing much now seems to be 
going  right.  Indeed,  this  past  summer 
may  have  marked  a  low  point  in  the 
country's recent fortunes. 
First  of  all,  the  ruling Socialists  lost a 
national  election  for the first time  in  12 
years. Then forest fires-helped along by 
a crippling drought and  the hottest sum-
mer  in  30  years-devastated  huge 
swathes of Spain's forests and scrubland. 
Terrorism reared its ugly head again when three 
people died in a Madrid car bomb attack by the radi-
cal  Basque  separatist group  ETA,  and  Spanish fishermen 
took some of the steam out of the concept of European unity 
by going to  war with their French and British counterparts 
over the use of illegal tuna nets. 
Perhaps the only bright spots were a record tourist sea-
son which brought in billions of dollars, and Spanish cyclist 
Miguel  Indurain's fourth  consecutive victory  in  the presti-
gious Tour de France. 
1994 has not generally been kind thus far to Prime Minis-
ter Felipe Gonzalez, whose fractious Socialist Party is begin-
ning to look a bit passe as it enters its thirteenth year in power. 
Internecine squabbles over economic and social policy, em-
barrassing financial  scandals  concerning  a· former  Bank  of 
Spain governor, and a past chief of the Civil Guard, and a stum-
bling economy have all helped to weaken support for the party. 
This trend was clearly demonstrated in  the June Euro-
pean  parliamentary elections when  the Socialists  suffered 
defeat at the hands of the Conservative Popular Party (PP). 
6  EUROPE 
With a relatively high voter turnout of 60 percent, the PP gar-
nered  40.2  percent of the  ballots cast to  take  28  seats at 
Strasbourg, up  from  21.4  percent and  15  seats in  the last 
elections in 1989. 
By contrast, the Socialists only managed to win 30.6 per-
cent of the vote and hold on to 22 seats, a drop from 21  per-
cent and 27 seats the last time around. 
It was the first time since coming to power that the Social-
ists have lost in  a national poll. And to  add insult to  injury, 
they  suffered  losses in  simultaneous regional  elections in 
Andalucia. There, the Socialists took only 45 seats in the 109-
seat Andalucian Parliament as compared to their previous 62 
seats and  lost their majority.  The PP,  on  the other hand, 
went from 26 to 41 seats. 
The losses were particularly embarrassing since the poor, 
southern region is  a traditional  stronghold of the Socialists 
who have poured billions into development projects there, and 
Gonzalez himself hails from Seville, the region's capital. And in both the regional and European Parliament votes, 
the communist-led Izquierda Unida,  or United Left,  picked 
up seats which many analysts argue shows that the Socialists 
are losing whatever leftist support they still enjoyed. 
Since losing its majority in the general elections of 1993, 
Gonzalez' party has had to  rely on the support of conserva-
tive and pro-business Catalan and Basque nationalists in the 
Spanish Parliament to pass legislation and will have to count 
on their further help to get the 1995 budget approved. 
But despite the election disappointments and all the other 
political  and  economic  storms  swirling  around  him, 
Gonzalez has firmly  rejected calls from  across the political 
spectrum to resign. 
While swearing he will see out the remaining three years of 
his mandate, Gonzalez also recognizes there are serious prol:r 
lems, and perhaps the worst of these are the almost daily reve-
lations of corruption scandals plaguing the administration. 
"We've  had  some glitches in  those  mechanisms which 
were designed to  prevent corruption," 
the prime minister admits. 'There have 
been  people  who  were  corrupt for 
many  years,  and  we  didn't  catch  on. 
This is very grave as they were in high 
positions of responsibility." 
"Consequently, we have paid a seri-
ous political  price,  and  these scandals 
have cost us eight, nine, or ten points in 
the opinion polls," Gonzalez says. 
That could  be  an  optimistic  esti-
mate. According to a poll published re-
cently by the Madrid daily El Mundo, if 
general elections were held today, the 
PP would  beat the Socialists by  more 
than 11 percentage points. 
The same survey showed that only 
21  percent of  those  questioned  rate 
Gonzalez  as  a  "good"  or "very  good" 
prime  minister,  while  47  percent 
thought of him as "bad" or "very bad." 
But Felipe soldiers on and fully  ex-
pects not only to  run again in  the next 
elections, but to win. 
"If I am  asked by  my colleagues, I 
will  run. I am  totally dedicated to  this 
job, and it would be inexcusable not to 
present  myself  as  a  candidate  if  the 
party asked," he says. 
"And we can win the next elections," 
he adds. 
In an effort to win back the political 
initiative,  Gonzalez has decided to  put 
himself before the public  more  often. 
For example, over the past few  years, 
the  prime  minister has only  attended 
major debates in  the lower house. But 
now he has pledged to submit to ques-
tioning once a week in Parliament, as is 
done in the United Kingdom. 
This is  a  big change for  the  often 
aloof Gonzalez, who mostly sat out the 
campaigning  leading  up  to  the  Euro-
pean Parliament vote while the PP leader, Jose Maria Aznar, 
toured the country and gave speeches in bull rings. 
At the same time, the Socialists are hoping that good eco-
nomic news will, by the time of the next general elections, 
translate into their fifth victory at the polls. 
And  there is  light at the end of the tunnel on  the eco-
nomic front. Spain's unemployment rate of some 24 percent, 
the highest in Europe, is slowly being reduced. In August, it 
dropped slightly for the sixth consecutive month. 
Meanwhile, Economy Minister Pedro Solbes announced 
that the economy would grow by 1.7 percent this year, as op-
posed to earlier predictions of only a 1.3 percent rise. 
Only  a  slight improvement perhaps,  but the  Socialists 
these days are trumpeting whatever good news comes their 
way.@ 
Benjamin jones is EUROPE's Madrid correspondent. 
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once  associated  with  promises  of  inex-
haustible  fortune,  military  glory,  and  reli-
gious converts for the Spanish crown, have 
been firmly supplanted by a new generation 
of financial  conquistadors: Telefonica, San-
tander, Grupo Sol, and Iberia. Similarly, the 
joint venture, the merger-acquisition, and the strategic plan 
have replaced the sword and the cross as Spain once again 
looks to its former colonies as a font of wealth. 
For many of Spain's major companies, investing in Latin 
America increasingly represents a means of securing their 
share of world markets in decidedly competitive times. Just 
as in colonial times when entrepreneurs sought riches be-
yond  the Old  World,  investments in  Latin  America today 
constitute  a  critical  part  of  strategies  to  compensate  for 
shrinking domestic business through early entry into some 
of the world's most prosperous emerging markets. 
Having  colonized  all  but four  Latin  American  countries, 
Spain has long valued its strong cultural and linguistic ties to 
the region as important comparative advantages in the pursuit 
of global economic opportunities. Yet in spite of these links, lit-
erature and music have often flowed more freely between Latin 
America and its former colonizer than have investment monies. 
In fact,  throughout most of the late 1970s and mid-1980s, Ger-
many, France, and the United Kingdom were more active busi-
ness partners in Latin America than was Spain. 
Spain under Francisco Franco engaged in very little for-
eign entrepreneurship. Subsequent governments have found 
themselves  struggling  merely  for  economic  stability  and 
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November1994  11 prosperity  at  home.  But,  by  the  late 
1980s,  Spanish  banks-which had  re-
mained  mostly  on  the sidelines while 
their American  and  British  counter-
parts  took  a  beating  during  the  late 
1970s and early 1980s-were flush with 
cash and eager to  expand the Spanish 
banking world. Beginning in 1989, San-
tander  Investment,  the  international 
banking  subsidiary  of  Spain's  Banco 
Santander,  began building  the  largest 
portfolio among Spanish banks in Latin 
America. Santander Investment is cur-
rently active in the industrial and com-
mercial sectors of six major Latin Amer-
ican countries. 
Spanish  investment  in  the  region, 
however,  did  not  begin  its  meteoric 
rise until the 1990s, when waves of pri-
vatization  and  deregulation  sweeping 
Latin  American  economies  coincided 
with  growing prosperity at home.  Di-
rect Spanish investment in Latin Amer-
ica  tripled  between  1989  and  1991. 
According  to  the  Institute  for  Euro-
pean-Latin American  Relations,  by 
1992, Spain had become the largest of 
the  seven  major  investors  in  Latin 
America, accounting for nearly 31  per-
cent of total EU  investment in  the re-
gion. Argentina, Chile, Venezuela, and 
Mexico  received  the vast  majority  of 
Spanish resources. Within these coun-
tries,  the  telecommunications,  trans-
portation,  tourism,  and  financial  sec-
tors rapidly became critical targets of 
efforts to reestablish Spain as an impor-
tant power in the region. 
The most aggressive of the Spanish 
investors has been Telefonica Intema-
cional, an affiliate of Spain's monopoly 
telephone company, Telefonica de  Es-
pana. In less than four years, Telefon-
ica Intemacional, formerly a telephone 
hardware company,  transformed itself 
into a major player in the international 
telecommunications  world.  The  com-
pany  presently  holds  stakes  in  tele-
phone operations in  Argentina,  Chile, 
Venezuela, Columbia, Puerto Rico, and 
Peru,  making  it  South  America's 
largest telephone operator. By the end 
of  1993,  Telefonica  Internacional 
boasted assets of $1.6 billion and a net 
income of $152 million. 
More than 90  percent of the com-
pany's income is derived from its Latin 
American  acquisitions.  A  spokesman 
from  the  company's  investment  divi-
sion explains that, "Several years ago, 
Telefonica  Internacional  changed  its 
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objective  from  trading  equipment  to 
the exploration of investment opportu-
nities in  the telecommunications busi-
ness outside of Spain." Several factors 
prompted the new strategy, including 
concerns  that Telefonica  de  Espana 
would certainly lose part of the domes-
tic market when the European telecom-
munications  industry  becomes  fully 
liberalized in 2003. Telefonica Intema-
cional  was  also  aware  of  its  unique 
comparative advantage with respect to 
the primary operators in  the world  to 
do  repairs on a massive scale. "There 
were years in Spain in  which Telefon-
ica had to  install as many as 1 million 
lines  in  a  single year,"  explained  the 
company's spokesman. 
Much  of Telefonica's  international 
strategy has been driven  by privatiza-
tions  occurring  throughout  Latin 
America. In 1989 and 1990, it acquired 
shares  in  Entel  Chile  and  Campania 
Telefonica de Chile. In 1990, it also ac-
quired a controlling interest in Telefon-
ica  de  Argentina. The following  year, 
the  company  snapped  up  shares  in 
Venezuela's CANTY.  In  the spring of 
1994, Telefonica Intemacional made its 
most controversial acquisition, bidding 
a  record  $2.2  billion  for  managerial 
contracts  and  a  35  percent  stake  in 
each of Peru's primary telephone oper-
ators, Campania Peruana de Telefonos 
(CPT) and Entel-Peru. 
The Telefonica bid, twice that of its 
closest competitors, Southwestern Bell 
and GTE,  fueled concerns throughout 
the financial world that Telefonica had 
gone too far.  Company executives are, 
nevertheless, optimistic.  "Our  estima-
tion is that we are going to increase the 
penetration (of telephone lines) in Peru 
from  2.5  per 100 inhabitants to  9 lines 
per 100 inhabitants in  10 years," main-
tains a representative of the company's 
investment division. 
The Peru deal also includes oppor-
tunities for Telefonica Internacional to 
engage in such other potentially lucra-
tive services as cable television, mobile 
phones,  and  data  transmission.  Tele-
fonica  Internacional's  successful  and 
rapid transformation of previously un-
profitable telephone operators in other 
Latin  American  countries  may  estab-
lish it as just the company to meet the 
Peruvian challenge. 
The  company's  future  strategy  in-
volves consolidating its Latin American holdings in the wake of reduced privati-
zations.  It will  focus  on  creating new 
synergies  that  enable  it  to  negotiate 
better prices with suppliers, as well as 
to  improve basic services in  the coun-
tries where it is presently active. Never-
theless, if murmurings of new privatiza-
tion in places like Bolivia, Ecuador, and 
Nicaragua prove true, there is a good 
chance Telefonica will be in on the bid-
ding. A final related component ofTele-
fonica's  international strategy involves 
using its  Puerto  Rico-based long  dis-
tance  services  to  break  into  the  US 
Spanish-speaking market. 
The early 1990s also saw Grupo Sol, 
Spain's largest hotel chain, embark on 
a billion-dollar international expansion 
plan.  While  most of the chain's Latin 
American  investments  are  concen-
trated in  Mexico,  Grupo Sol  has seen 
substantial growth in its investments in 
places like Cuba, where it is the lead-
ing investor in the hotel sector. Grupo 
Sol  recently invested $17  million  in  a 
hotel east of Havana and has plans to 
open another in  the capital city in  De-
cember, which would bring its total to 
four hotels on the island. 
"Cuba  is  a  symbol  of  universal 
beauty. The Spanish have always felt a 
special historical admiration for the is-
land  country,"  says  company  spokes-
man 1  ose Manuel Mateos. 
Spain  has  long  been  a  major  in-
vestor in Cuba, the last Spanish colony 
to  be lost,  despite  the island  nation's 
many political and economic problems. 
Other Spanish  hotel  chains  like  Gui-
tart, Iberstar, and Riu are also active in 
Cuba. For Cuba, the tourism industry, 
which  attracts  mostly  Canadians, 
Spaniards,  Italians,  and  other  Latin 
Americans,  may  very  well  represent 
the saving lifeblood  of the struggling 
nation's economy. 
In  a  strategy similar in  concept to 
that of other Spanish investors, Spain's 
national  airline,  Iberia  Lineas  Aereas 
de  Espana,  has  relied  on  its  Latin 
American expansion plans as a means 
of offsetting the likely impact of EU air 
travel liberalization scheduled for 1997. 
In the early 1990s, the unprofitable do-
mestic airline  began acquiring owner-
ship stakes in three of Latin America's 
similarly loss-making airlines. 
According  to  company  spokesman 
Felix Ortega, "Our Latin American in-
vestments began with the privatization 
process of state airlines.  It wasn't our 
choice-there was  a  crisis  in  the  air 
sector then-but  (it  was  instead)  a 
question of (timing), chosen by the Ar-
gentinean,  Venezuelan,  and  Chilean 
governments to privatize." 
Purchases of a 30  percent stake in 
Aerolineas Argentinas (which has sub-
sequently  been  increased  to  85  per-
cent), 37.35 percent of Chile's Ladeco, 
and  45  percent  of  Venezuela's  Viasa 
have placed Iberia in a leading position 
in the Latin American airline industry. 
The company has invested some $700 
million  dollars  since  the  early  1990s 
and accounts for 37 percent of air travel 
between Europe and the Latin Ameri-
can market. 
Unlike  other major Spanish compa-
nies,  however,  Iberia  has yet to  reap 
substantial profits in  the region. While 
company  representatives  report  that 
Ladeco  is  presently  earning  profits, 
Aerolineas  Argentinas  and  Viasa  con-
tinue  to  operate  in  the  red.  Iberia  is 
hopeful that 1994 will  be a break-even 
point for these operations and that prof-
its will  be forthcoming by 1995.  Mean-
while, the company's Miami-hub, which 
was once slated to  be Iberia's lucrative 
gateway into  the Latin  American  mar-
ket, has failed to generate sufficient traf-
fic. There are plans to convert the loss-
making  hub  into  route-sharing  opera-
tions  with  other  carriers  transporting 
passengers  between  Miami  and  the 
Central American region. 
In addition to dealing with their new 
acquisitions' outdated aircraft, intransi-
gent unions,  and  overstaffing  prob-
lems,  Iberia has had to  contend with 
Latin  American  governments'  glacial 
pace toward full  privatization.  Full pri-
vatization of Aerolineas Argentinas did 
not occur until1992. 
Iberia has undertaken massive man-
agerial  overhauls  at  both  Viasa  and 
Aerolineas  Argentinas  and  has  since 
begun integrating the marketing activi-
ties  and  sales  operations  of  its  Latin 
American holdings. Meanwhile, Iberia 
continues to  lose money at home and 
faces growing competition from private 
upstarts like Air Europe and Espanair, 
not  to  mention  the  competition  ex-
pected  from  Europe's  more  efficient 
heavyweights  like  British  Airways, 
KLM, and Lufthansa. 
Some  analysts  argue  that  Iberia's 
Latin  American  expansion  has  dis-
tracted it from  necessary houseclean-
ing  in  Spain  and  has  severely  com-
pounded  its  debts.  (In  1992,  the 
European  Commission  approved  a 
major  cash  injection  for  the  airline.) 
They describe Iberia's Latin American 
acquisitions as having been more politi-
cally  motivated than driven  by  sound 
business analysis. Some have even ex-
pressed concerns that the company's 
Latin American acquisitions cannot be 
made  profitable  in  time  to  avoid 
Iberia's financial collapse. 
Nevertheless,  Iberia-like  other 
Spanish  companies  in  the  region-is 
banking on its investment in one of the 
world's fastest growing markets to en-
sure its future survival in a deregulated 
world.  Just  as  Spain,  in  supporting 
Columbus,  Pizarro,  and  Cortez,  was 
once forced to dig deep into its coffers 
to finance the creation of the first great 
European empires of the 16th century, 
so Spanish companies now appear pre-
pared  to  sustain  short-term losses  in 
the hopes of reaping a portion of the 
New World's manifold riches.@ 
Gina  Gianzero,  based  in  Washington, 
DC,  writes frequently for EUROPE. Her 
article  "Bosnia  in  the  Balance"  ap-
peared in the june issue. 
November1994  13 Europe and Oil.  Oil is a non-renew-
able  resource.  It is  pumped from  the 
ground  in  its  raw  state  hundreds  of 
thousands of miles from its consumers 
and is then shipped across oceans to 
massive, complex refineries which con-
vert it into its usable forms.  Next it is 
transported,  again  in  pipelines  or by 
tanker, hundreds more miles to termi-
nals. Finally, it is loaded into trucks for 
its last and shortest journey to its point 
of consumption. All this, yet it costs far 
less (excluding taxes) than milk, a re-
newable product extracted from cows 
mere miles from the small, simple pro-
cessing plants where it is packaged for 
market. 
Behind this seemingly unachievable 
demonstration of economic and logisti-
cal magic are the frequently maligned 
and often sued (as the recent $5 billion 
Valdez  verdict against Exxon  shows) 
major oil companies. 
Petroleum is  sometimes called  the 
"life-blood" of industrial society. Speak-
ing  of Verdun,  Georges  Clemenceati 
said, "A drop of oil  is worth a drop of 
blood." His statement reflected the im-
portance  that  European  and  other 
world leaders have placed on oil since 
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even  before  the  tum  of the  century. 
When Kaiser Wilhelm II  made his fa-
mous  pilgrimage  to  the  holy  land  in 
1898, it was merely a cover for a meet-
ing with Sultan Abdul Hamid of the Ot-
toman Empire to  seek concessions to 
reach the oil  producing lands around 
Mosul. The trip was a telling precursor 
to what was to become a primary aim of 
statecraft in  this millennium, the con-
trol of oil. 
Russian  President  Boris  Yeltsin's 
late September speech to the UN Gen-
eral Assembly reified  the pivotal  role 
oil  has  played  in  Russia's  economy 
since the Czars. His attempt to declare 
a sort of Russian "Monroe Doctrine" in 
border states which  were  formerly  a 
part of the Soviet Union and specifically 
to  seek a  mandate to  settle  the long 
simmering Armenian-Azerbaijaini  war 
was an attempt to gamer Russian con-
trol over what may well be the world's 
next major crude oil  producing area, 
the Caspian  Basin.  As  Daniel  Y  ergin 
wrote in The Prize, "the Soviet Union-
the world's second largest exporter-
squandered its enormous oil  earnings 
in  the  1970s  and  1980s  in  a  military 
build-up and a series of useless and, in 
some  cases,  disastrous  international 
adventures." To  reassert control over 
oil  in  Azerbaijain,  Kazakhstan,  and 
Turkmenistan  at  Europe's  southern 
flank,  Yeltsin is  seen as trying to  ma-
neuver around  the privately  financed 
multibillion dollar exploration and pro-
duction deals of European and US  in-
ternational oil companies. 
As  this  century  draws  to  a  close, 
oil's decline as the primary source of 
energy  in  the  industrialized  world  is 
being  heralded  by  many,  but  petro-
leum continues to account for the bulk 
of OECD energy consumption (approx-
imately 40 percent). And, even though 
there is little doubt that oil will  be re-
placed by other fuels as the primary en-
ergy supplier sometime in the 21st cen-
tury, proven world reserves at the end 
of 1993 stood at a level more than twice 
what they were in 1968. 
European Supply and  Demand. 
Western Europe, with a scant 2 percent 
of the world's oil  reserves, consumed 
almost 25  percent of the world's pro-
duction in 1992. Although lacking, with 
the notable exception of the North Sea, 
much raw material at home, European 
companies number in the ranks of the 
most important  international  oil  con-
cerns. Excluding state-owned oil com-
panies,  the Netherlands' Royal  Dutch 
Shell, with 1993  oil and gas sales pro-
ceeds  (including taxes)  of over $75.2 
billion,  ranked  second  in  size  world-
. wide  behind  only  Exxon.  British 
Petroleum,  the  second  largest  Euro-
pean-based international  oil  company, 
reported  1993  "turnover"  of almost 
$52.5  billion.  When government con-
trolled entities are included in the rank-
ing,  Norway's  StatOil  easily  ranks in 
the world's top echelon. 
Oil  remains  the  primary  energy 
source in  the majority of the industrial-
ized world, contributing more than half of 
all energy consumed in Italy, Japan, and 
many other countries, and it is anticipated 
to continue the trend through 2010.  Pro-
jections by the  US  Energy Information 
Agency depict a steady replacement by 
natural gas beginning in  the year 2000 and continuing to-at least 2010. 
Oil-based fuels are particularly con-
venient for  motor transport uses,  but 
the  air  pollution  they  create  have 
caused  many  nations  to  discourage 
their use. Taxation is a principal means 
these nations, particularly members of 
the EU, have chosen to reach this end. 
More than 75 percent of the price of a 
liter  of  gasoline  in  Portugal  ($1.083) 
consists of taxes. This compares to just 
33.9  percent in  the  US,  where a liter 
sells for 29.8 cents. Currently, Luxem-
bourg,  where taxes make up  only  62 
percent of the 7  4.6 cents per liter sell-
ing  price  of gasoline,  has the  lowest 
levies in Western Europe. 
Europe's  supply  of  domestically 
pumped crude oil from the North Sea is 
predicted to  continue to  rise over the 
near term. By 1998, North Sea produc-
tion is expected to exceed 6 million bar-
rels per day. This level is anticipated to 
be sustainable at least through 2001. 
Public  or  Private  Ownership. 
As  noted  above,  the  pendulum  has 
shifted  in  crude  oil  dominion  away 
from the huge international oil compa-
nies to the countries and national com-
panies  where  the  resources  are  lo-
cated.  The  largest  such  company  is 
Saudi Aramaco controlling almost one-
fourth of the world's reserves. After the 
Thatcher government  privatized 
British  Petroleum,  this  trend  seemed 
to  be  spreading  to  other  European 
countries.  Currently  Italy's  ENI  has 
changed its corporate form to  become 
a  publicly  held  company.  As  of  yet, 
however, none of the stock has been of-
fered for  sale by the government.  Ru-
mors continue to circulate that the Nor-
wegian government is preparing to sell 
shares in StatOil, but these rumors are 
consistently  denied  by  both  govern-
ment and StatOil officials. 
As the EU and the rest of the world 
prepare to  enter the 21st century, the 
question  regarding  which  fuels  will 
supply the energy necessary for indus-
try,  transportation,  and  heating  and 
cooling  in  the  future  remains  unan-
swered.  For  the  foreseeable  future, 
however,  it is  certain  that oil  will  re-
main king, and that the European oil in-
dustry-whether in  private  or  public 
hands-will continue to prosper. @ 
Robert  S.  Bassman  is a writer based in 
Washington, DC. 
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While the bulk of the Common-
wealth  of  Independent  States 
struggles to attract foreign  in-
vestment following the collapse 
of the Soviet Union, the city of 
Almaty  in  Kazakhstan  boasts 
streets  bustling  with  pedestri-
ans  and  pricey foreign  cars,  a 
burgeoning  cafe  culture,  and 
well-stocked  stores-at  least 
by Soviet standards. 
Some  1,000  immigrants,  including  ap-
proximately 400 Afghans, have set up  shop 
in Almaty,  the capital of the former Soviet 
Union's  second  largest republic,  a  central 
. Asian nation half as large as the continental 
United States. 
While foreigners  comprise  only  a small 
portion of Almaty's  1.2  million  inhabitants, 
the Westerners stand out in the Asian city, 
and  a  large  number  of  Westerners  have 
fallen victim to violent crimes over the past 
several months largely at the hands of eth-
nic  Kazakhs  who  have  migrated from  the 
countryside to benefit from Almaty's boom. 
Tensions also run high between the eth-
nic  Kazakhs,  who  comprise  42  percent of 
the  republic's  population,  and  ethnic  Rus-
sians  who  account  for  a  slightly  smaller 
number. Kazakh President Nursultan Nazer-
bayev has hinted at replacing Russian with 
Kazakh as the national language, and many 
Russians, most of whom have been in Kaza-
khstan  for  more  than  a  generation,  have 
begun to move back to the motherland. 
Despite the preponderance of crime and 
simmering  ethnic  tensions,  nearly ·  60  US 
companies, including Citibank, Chase Man-
hattan,  Ernst  &  Young,  and  Price  Water-
house, have laid bets that Kazakhstan may 
become the success story of the CIS,  start-
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ing up operations in the country's resurgent 
capital  over  the  past year  or  so.  But the 
biggest players in Kazakhstan-the compa-
nies who have placed the largest bets in the 
face  of  ever-lengthening  odds-are US-
based oil companies. In  April  1993,  the Kazakh  National 
Oil  Company  and  American  oil  giant 
Chevron signed a $20  billion  contract 
to  co-develop Kazakhstan's Tengiz oil-
field  on  the  northeast  edge  of  the 
Caspian Sea. The deal-the largest oil 
contract  signed  in  the  former  Soviet 
Union-aims to exploit a site that ana-
lysts believe may contain as much as 9 
billion barrels of oil-one of the world's 
largest oil deposits. 
But so  far,  Chevron has yet to  re-
coup  much  of its  investment,  as  the 
company has been able to pump only a 
very small portion of the field's  daily 
capacity.  Tengiz  has  yielded  "some-
thing  on  the  order of  35,000  barrels 
per day," said an Almaty-based official 
of Tengiz  Chevron,  the joint venture 
formed  between  Chevron  and  the 
Kazakh  national  oil 
company,  compared 
with  the  site's  poten-
tial  output  of  several 
hundred  thousand 
barrels per day. 
The problem is not 
extracting  crude,  ex-
perts  say,  but finding 
the means by which to 
export  oil  from  the 
Tengiz field  to refiner-
ies. Chevron currently 
ships  its  crude  from 
Kazakhstan,  through 
the  pipeline  network 
in the Russian Federa-
tion  to  the  Russian 
port  of  N  ovorossiysk 
on the Black Sea. Ship-
ments  then  proceed 
through the Bosporus 
Straits  and  on  to  the 
Mediterranean. 
However,  the 
pipelines to the Black 
Sea  also  carry  Rus-
sian  crude,  and  Rus-
sia is hardly inclined 
to  reduce  its  export 
volume  to  make 
room  for  Chevron's 
output.  "We  need  a 
new  export  pipeline 
in  order to  complete 
the (Tengiz) project," 
said  the  Tengiz 
Chevron official. 
Chevron  officials 
have  been involved  in  talks  with  the 
Russian and Kazakh governments, re-
garding  the  construction  of  a  new 
pipeline  from  the  Caspian  Sea  in 
Novorossiysk,  but  negotiations  have 
yet  to  progress  beyond  preliminary 
stages as the parties hash out the struc-
ture of financing and ownership shares 
in the project. "It's not just our project" 
that is  affected,  said  an Almaty-based 
Chevron  official.  ''The  region  needs 
more export capacity." 
Despite  the  initial  problems  with 
shipping  Tengiz  crude,  Chevron  re-
mains committed to  its investment in 
Kazakhstan,  the  official  stressed, 
shrugging off persistent talk in central 
Asian  diplomatic  circles that Chevron 
is  considering  a  drastic  reduction  in 
the  size  of  its  investment  or  even  a 
complete withdrawal from  the region. 
''We haven't changed our plans. This is 
a long-term project," the Chevron offi-
cial said. 
Nonetheless,  other Western  oil 
companies  are  watching  Chevron's 
dance  with  the  Russian  and  Kazakh 
government with  much  trepidation, 
and some may be thinking twice before 
making  any  sizable  investment  here. 
"We're  seeing  the  problems  that 
Chevron is having, and we are looking 
at  alternative  routes  to  ship  crude," 
said  David  Goodner,  exploration  and 
operations manager for Mobil's affiliate 
inAlmaty. 
Mobil  and  five  other Western  oil 
companies-including Agip,  British 
Gas, Shell, Total, and a partnership be-
tween British Petroleum and StatOil-
won the right to probe for oil deposits 
in a separate block of the Caspian sea. 
Many experts believe the site may hold 
greater deposits than the Tengiz field 
with  one  referring  to  the unexplored 
site as "the new Kuwait."@ 
Laurie  Laird  is  a journalist  based  in 
Moscow. 
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A BOLD  EUROPEAN  UNION  INITIATIVE 
to  open  up  the  massive  oil  and  gas 
fields  of  the  former  Soviet  Union  to 
Western  investment  and  technology  is 
about to bear fruit. 
Fifty nations are  expected  to  sign the 
European  Energy  Charter  in  Lisbon  on 
December  17,  capping  three  years  of 
complex negotiations that  began  before 
the collapse of the Soviet Union. 
The signing  ceremony  may  be  marred,  however,  be-
cause one of the major participants in the negotiations, the 
United States, is uneasy about certain provisions in the final 
Treaty and may not be present in the Portuguese capital. 
Despite its misgivings, the US supports the aims of the 
charter. "Politically, it's a very important agreement. .. and 
largely unrecognized," says Stuart Eizenstat, the US Am-
bassador to the European Union. 
The charter was first mooted at a European Community 
summit in  Dublin  in  mid-1990  by Dutch  Prime Minister 
Ruud  Lubbers as a lifeline  to  help  an  embattled Mikhail 
Gorbachev  to  carry  through  his  political  and  economic 
reforms. 
The Soviet Union was heavily dependent on exports of 
crude oil, petroleum products, and natural gas, which gen-
erated over 80 percent of its hard currency earnings. But 
its massive oil and gas fields were crippled by obsolete tech-
nology,  decaying  infrastructure,  electric maintenance,  and 
unreliable transport. As much as a third of their gas output is 
lost in transit through leaking pipelines. 
Even modest technical aid from the West would provide 
major benefits. It would  be a perfect marriage:  the Soviet 
Union had the energy-20 percent of the world's crude oil 
reserves and 40 percent of its gas reserves. And Western oil 
companies, eager to discover new reserves and unable to in-
vest in the 0 PEC nations, had the cash. 
The aims of the Energy Charter were simple:  to  swap 
20  EUROPE 
Western technology and capital for assured supplies of So-
viet energy which would  simultaneously bolster reform in 
Moscow and lessen Europe's dependence on OPEC. 
The charter quickly  mushroomed  from  a  narrow  EC-
Soviet initiative  into  global  negotiations involving  the US, 
Canada, Australia, Japan, and the countries of Eastern and 
Central Europe. 
After  the  Soviet  Union  collapse,  15  former  Soviet  re-
publics took their places at the negotiating table. With 51 na-
tions involved, including some that didn't even exist when 
the charter was launched, the talks were often bogged down. The European Energy Charter 
originally was designed to 
help the then-Soviet Union 
shore up its technical and 
infrastructural deficiencies 
in its energy sector. 
Norway appeared ready to walk away from the negotiations 
fearing  the  charter would  undermine government control 
over  Norwegian  North  Sea oil  and gas reserves. Another 
sticking point was  the demand of some former Soviet re-
publics to include uranium sales in the charter. 
But  a  legally  binding  treaty  finally  emerged  in  mid-
September, and the 51 participants were given until Novem-
ber to confirm their approval. 
The treaty, according to Charles Rutten, the Dutch diplo-
mat who chaired the negotiations will be a "legally binding 
agreement, which would allow companies to invest and trade 
with confidence in the energy sector in the East." 
''The industrial and financial resources of the West will be 
harnessed to work alongside Eastern companies in develop-
ing the East's massive energy resources and modernizing its 
energy systems." 
The charter will  guarantee oil,  gas,  and coal  exporters, 
such as Russia, Ukraine, and other energy-rich former Soviet 
republics, non-discriminatory access to Western markets. 
In return, these countries will provide Western investors 
with legally binding guarantees, including the right to repa-
triate  profits.  Companies from  one charter country estab-
lished in  any other charter country will  be treated on the 
same terms as companies from  the host nation. There will 
also be a mechanism to settle disputes. 
Mr. Rutten has rejected calls for further changes to  the 
final  text  which  represented  "the  best achievable  out-
come ...  which will attract the widest possible support." 
''The objective is to ...  catalyze economic recovery in  the 
countries of Eastern Europe and the former Soviet Union by 
triggering a cycle of economic activity based on the energy 
sector." 
The big oil companies in the US and Europe aren't wait-
ing for the charter to be signed before they sign deals in Rus-
sia and the former Soviet republics. Those intending to  in-
vest have made their own risk assessments. Even when the 
charter is in  place, they will not proceed with a big project 
without the approval of national parliaments. 
The Russian oil industry is slowly emerging from a period 
of turmoil marked by rows over pipeline fees, export quotas 
and drilling licenses, quality control, and coming to  terms 
with the emergence of private trading firms and middlemen. 
Output is tumbling fast,  from a peak of 12.8 million bar-
rels per day (b/  d)  in 1988, to under 7 million b/  d in Russia 
which accounted for 80 percent of the production of the for-
mer Soviet Union. 
Russian  exports,  however,  are  growing faster  than  ex-
pected, averaging 2.6 million b/  d in August and 2.2 million 
b/  d in  September, largely because domestic demand from 
ailing Russian industry is collapsing. 
Yet despite the chaos and risk, Western oil companies are 
rushing to  exploit the massive energy riches of Russia and 
its neighbors. One of the most ambitious projects is a joint 
venture between three US  oil  companies, Texaco,  Exxon, 
and Amoco, and Norsk Hydro of Norway to assess and de-
velop the oil  reserves of the huge Tinen Pechora basin in 
Russia's Arctic Circle, which conservative estimates put at 2 
billion barrels. 
But the oil companies face major difficulties as the former 
Soviet republics haggle over the ownership of oil fields. Rus-
sia, for example, recently refused to  recognize an $8 billion 
contract between a consortium of foreign oil companies and 
Azerbaijan, signed in September, claiming it has the right to 
be consulted in  any  agreement to  exploit reserves in  the 
Caspian Sea. Moscow is questioning the legality of Western 
oil  deals with  other republics bordering the Caspian  Sea. 
Meanwhile, the $20 billion Tengiz oil project in Kazakhstan 
has been snared by repeated failures to reach agreement on 
an export pipeline through Russian territory. 
Against this backdrop, the Energy Charter can play a role 
in taming the new ''Wild West." 
-Bruce Barnard 
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is set to join the ranks of institutions such  By Bruce Barnard 
because GATI members were  still  unde-
cided in mid-October about who should be 
its  first  secretary  general.  The  US  was  as  the  International  Monetary  Fund  and 
the World Bank on January 1, 1995. 
The WfO, successor to the General Agreement on Tar-
iffs and Trade (GATI), will be the United Nations of world 
trade,  a  permanent negotiating forum  to  liberalize  every-
thing from trade in farm  products to the provision of tele-
phone services and to referee disputes between its 123 mem-
ber countries. 
The WfO has been nearly 50  years in  the making.  A 
planned International Trade Organization was not approved 
by the United States in 1947, and its place was taken by the 
GATI which has operated on a provisional basis from  its 
Geneva headquarters ever since. 
The wro was in danger of missing its January 1 launch 
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backing former Mexican President Carlos Salinas; the Euro-
pean Union was rooting for Renato Ruggiero, an ex-Italian 
trade minister;  and Japan wanted Kim  Chui-su,  the South 
Korean trade minister, to hold down the top job in Geneva. 
Worse, only 26 countries had ratified the Uruguay Round, 
casting doubt on whether the other 100 signatories, includ-
ing the EU and the US, would meet the year-end deadline. 
The GATI has worked on a stop-go basis through a suc-
cession of negotiating rounds which have successfully freed 
up world trade by slashing tariffs and, later, by abolishing or 
reducing non-tariff barriers. 
The latest negotiations-the seven year long  Uruguay 
Round, which was the most complex and ambitious trade lib-eralization effort so far-resulted in an agreement to set up 
theWfO. 
The  Uruguay  Round,  signed  by  over  120  countries  in 
Marrakesh, Morocco, last April, has ensured a good launch 
for the wro. 
Peter Sutherland, the director general of the GATI, says 
global income in 2005 will be more than $500 billion higher 
than it  would have been without the market-opening mea-
sures agreed upon in the Uruguay Round. 
The WfO, according to Sutherland, "will give its member 
countries a greatly improved set of tools in dealing with trade 
issues, and it will have a central role in shaping the interna-
tional trading environment into the next century." 
The wro also will inherit a lot of political goodwill as the 
entire world embraces free, or at least freer, trade-a trend 
that accelerated after the collapse of communism in Russia 
and  Eastern and  Central  Europe and  China's enthusiastic 
embrace of the market system. 
That the world is getting progressively more liberal was 
demonstrated by the fact that during the Uruguay Round ne-
gotiations more than 60 countries-from Southeast Asia to 
Latin  America-an-
sensitive  sectors where the interests of the  industrialized 
world and developing nations appear to be diametrically op-
posed. Developing nations usually require foreign investors 
to  export a certain share of their output, hire a minimum 
number of local managers,  and transfer technology to  do-
mestic firms. 
These sectors are much more important than many of the 
areas  covered  by  the  Uruguay  Round.  According  to  the 
GATI estimate, trade in services is worth $1  trillion a year, 
or a fifth of total world trade. 
The wro must also negotiate entry terms for some 20 
countries, including China, Russia, and other former Soviet 
republics. This is already causing problems. China, for ex-
ample, must rejoin the GATI, which it left in 1950, and sign 
up to the Uruguay Round before it can become a founding 
member of the wro. 
The WfO's work  has already  begun.  At  the  Uruguay 
Round signing ceremony in Marrakesh, the GATI members 
agreed to set up a committee to  examine the link between 
trade  and  the  environment.  Preparatory  work  has  also 
started on labor standards, maritime transport, civil aircraft 
manufacture,  and 
nounced  unilateral 
measures to  open  up 
their markets. 
But the new world 
trading  order  still 
faces  serious  chal-
lenges  that  could 
neuter the wro. 
The  growth  of  re-
gional  trading blocs-
the  expanding  Euro-
pean Union,  the North 
''The WT0 will give its member COUIIb ies 
a greatly improved set of tools in dealing 
with trade issues, and I will  have a cen-
tral role in shaping the international trad-
ing environment into the next century.'' 
telecommunications. 
And  the  WTO 
won't be starting from 
scratch when it draws 
new rules for the treat-
ment  of  international 
investment  flows. 
Nearly 600 bilateral in-
vestment treaties have 
been  signed  between 
members  of  the 
America  Free Trade Agreement  (NAFfA),  the Asia-Pacific 
Economic Cooperation Forum (APEC), and Mercosur in Latin 
America-could undermine the multilateral trade system. 
And in spite of its successes, the Uruguay Round did not 
slay the protectionist dragon. Some Western countries will 
be sorely tempted to use labor and environmental standards 
as a pretext to block imports from the developing countries 
and protect their inefficient industries. 
The developing  countries  themselves,  while  clamoring 
for  improved  access to  Western markets,  are  looking for 
ways to close theirs. 
The WfO will be more effective than the GATI in repuls-
ing these protectionist ruses. It will have a formal legal struc-
ture for settling international trade spats and a much wider 
scope, spanning such sectors as agriculture, services, and in-
tellectual property rights. 
Although it doesn't formally exist yet, the wro already 
has a full work agenda. First, it must make sure the 123 sig-
natories to  the Uruguay Round  deliver  on  the pledges to 
open long-shielded and politically explosive sectors such as 
agriculture and textiles. 
It must also  try  to  write  a rule  book for  anti-dumping, 
which the Uruguay Round failed to do because of the fierce 
resistance by industrialized countries which view dumping 
actions as an instrument of non-tariff protection. 
The wro must also  fashion new rules for  trade in  ser-
vices, foreign investment, and competition policy-politically 
OECD  (Organization 
for  Economic Cooperation and Development)  and develop-
ing nations. 
Nevertheless, there is a danger the WfO will be bogged 
down by disputes between the industrialized and developing 
nations, championed by India and Brazil, in contrast to  the 
Uruguay Round where the big rows.were between the US 
and Europe and to a lesser extent Japan. 
The major players already are staking out their positions. 
The US,  supported by France, has called for the establish-
ment of global rules on labor standards, which would make 
further market opening to  developing countries conditional 
on  their treatment of workers. To the developing nations, 
this smacks of a blatant attempt to  prevent them from  ex-
ploiting their main competitive advantage-cheap labor. 
Developing nations are equally suspicious that the West 
also wants to  use environmental standards as a pretext to 
keep out their imports. 
Yet  despite  these  preliminary  skirmishes,  the  WTO 
seems set to reap early dividends as it will get down to work 
just as the world finally moves out of the deepest recession 
for a generation. And a successful WfO could lead to a new 
era of trade expansion as dynamic as that of the golden days 
of the 1950s and 1960s. @ 
Bruce Barnard, based in Brussels,  is a contributing editor for 
EUROPE  and a  Brussels  correspondent for  the  Journal  of 
Commerce. 
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or the European Union, the world's biggest trade bloc, 
the wro  represents a major step toward  its goal of 
creating a global forum to  referee trade disputes and 
also marks an eventual end to  its bilateral trade spats with 
the  US  and  the  "sweetheart"  deals  between  the  US  and 
Japan that freeze out the rest of the world. 
Transatlantic trade disputes have hogged the headlines, 
but they account for only a tiny fraction of EU-US trade and 
investment flows.  Nevertheless, they have the potential to 
unleash  damaging  trade  wars  that  could  bankrupt  small 
firms  and  jeopardize  thou-
sands of jobs on both sides of 
the ocean. 
Trade  tensions  have  eased 
following the successful conclu-
sion of the Uruguay Round that 
looked  doomed for  a time  be-
cause  of  US-EU  differences 
over farm  subsidies and audio 
visual services. 
decision earlier this year to purchase Boeing aircraft without 
considering a rival Airbus plane and Japanese airlines' fail-
ure to buy British Rolls Royce aero-engines. 
The US's strong-arm tactics also alarmed the EU as much 
as the Japanese who faced trade sanctions if the talks had 
failed.  "We  regret these_  deals were concluded under the 
threat of unilateral trade sanctions which we believe are a 
destabilizing factor for world trade," the Commission said. 
Despite assurances from the US,  the Commission fears 
Washington wants to coerce the Japanese government into 
sharing  out  its  markets  be-
tween domestic and American 
suppliers. 
A  combination  of  skillful 
diplomacy  and  brinkmanship 
practiced by Sir Leon Brittan, 
the EU's trade commissioner, 
and  Mickey  Kantor,  the  US 
Trade Representative, also set-
tled most outstanding bilateral 
disputes. 
MULTILATERAL 
The  EU's  bid  to  broaden 
these  bilateral  talks  have 
failed.  Last spring, the US and 
Japan  rebuffed  a  proposal  by 
Sir Leon  to  include the EU  in 
their  talks.  The  Commission 
called  again  for  third  party 
monitoring of the latest Japan-
US  accord to  ensure that the 
benefits will be available to  all 
exporters. 
And yet the EU remains in-
stinctively suspicious that the 
US  will  continue  to  pursue a 
unilateral trade policy that will 
undermine  the  new  trade 
order to  be launched on Jan-
uary 1. For the EU, one of the 
ADE 
OTIATION  The EU is at pains not to ex-
aggerate the negative aspect of 
the US-Japan deal. It was "sig-
nificant,"  according  to  Sir 
Leon, there was no agreement 
on autos and auto parts which 
would have encouraged "man-
aged" trade. 
major tasks of the WfQ will be  Counterparts: US Trade Representative Mickey Kantor 
Meanwhile,  the  EU  wants 
Japan  to  persuade  the  US  to 
seek to  resolve any future  bi-
lateral  trade  differences 
through the wro.  to rein in Washington.  (right) and EU Trade Commissioner Sir Leon Brittan. 
The EU's worst fears of the 
US  pursuing its "go  it alone" policy were aroused even as 
final preparations were underway to set up the wro. 
Sir Leon and his officials looked on in dismay as Wash-
ington and Tokyo  cut a bilateral deal  in  early October to 
open up Japan's flat glass, insurance, and government pro-
curement markets. 
To the  European  Commission,  such bilateral  deals  are 
only acceptable if all  of Japan's trade partners benefit from 
more open markets, not just the US.  ''What matters is that 
Japanese companies are placed under no pressure, either ex-
plicit or implicit,  to  buy American rather than European or 
other foreign products and services," the Commission stated. 
The Commission, which negotiates on  trade for  the 12 
EU member states, has often expressed concern that Japan 
has accorded US  suppliers preferential treatment for politi-
cal reasons. The most recent examples are Japan Airlines' 
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The EU sees the WfO as a 
powerful lever to force the US  to  drop its unilateral stance 
for  a  multilateral  approach.  The  EU  remains  bitterly  op-
posed to the so-called Super 301 clause written into US trade 
law in 1988.  · 
Super 301, which requires the US Trade Representative 
to negotiate away trade barriers in individual countries on a 
US " hit list" with the threat of trade sanctions if there is no 
agreement, has not been used against the EU. 
Still,  the EU  regards it as a barrier to  the creation of a 
properly functioning multilateral trade system and will use 
the wro to ensure the us will just let the offending legisla-
tion gather dust. 
Renato  Ruggiero,  the EU's  candidate to  head the WfO, 
says the new organization will have "to be the rampart for the 
defense and expansion of free trade in a system of clear rules." 
-Bruce Barnard NOVEMBER 1994 
FINNS VOTE YES 
Finland's  decision to  join the European Union next 
January provided a  desperately needed booster to  the 
embattled pro-EU forces in the final weeks of campaign-
ing in the neighboring Sweden and Norway. 
The result in the October 16 referendum-a yes ma-
jority by 57  percent to 43  percent-has probably tipped 
the balance in favor of Swedish membership of the EU 
when the country votes on November 13. 
But the majority was much slimmer than polls fore-
cast with a sudden, totally unexpected, late swing by un-
decided voters to the no side that could dim any linger-
ing hopes of dislodging the powerful anti-EU opposition 
in Norway before its  ovember 28  ballot. 
The Finns were also decidedly less enthusiastic about 
the EU  than the Austrians  who voted by a  66  percent 
majority last June to join the 12-nation bloc. 
The staggered timing of the Nordic ballots was a de-
liberate attempt to use a decisive vote in EU-friendly Fin-
land to  create  a  domino effect throughout the  region. 
.Finns have always been the most pro-EU, Swedes have 
been uncertain and divided, and Norwegians have been 
instinctively $USpicious about the giant economic bloc to 
the south. 
Immediately after the Finnish vote,  Sweden's  newly 
elected Prime Minister Ingvar Carlsson flew  to  Oslo _ to 
coordinate strategy with Norwegian Prime Minister Mrs. 
Gro Harlem Brundtland. 
Before the Finnish vote, Sweden was widely expected 
to vote, however grudgingly, in favor of EU membership. 
But  the  last  minute  swing  in  Finland  refueled  doubts 
about the outcome in Sweden, where the yes vote over-
took the anti-EU camp for  the first  time only in August. 
The government itself is split down the middle. While Mr. 
Carlsson strongly supports membership, two members of 
his cabinet are prominent anti-EU campaigners. 
In the final weeks of a bitterly contested campaign in 
Norway, the pro-EU camp was desperately relying on the 
fear of isolation to produce a reluctant swing in favor of 
membership. But the anti-EU sentiment runs deep among 
the independent minded Norwegians.  A poll published 
on the day after the Finnish vote showed 51 percent were 
against membership, up 6 percent since September, and 
only 31  percent were in favor, down 4 percent. 
However, an earlier poll showed for the first time that 
a slim majority of Norwegians would vote for EU  mem-
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bership if  Sweden and Finland decided to join the EU.  In 
the end, the fear factor may prove decisive. 
Economic issues have played a minor role in all three 
campaigns  because  the  electorates  were  so  well  in-
formed during the accession negotiations in Brussels. In-
stead, historical, political, cultural, and emotional issues 
dominated the debates. 
The relatively low profile of bread and butter issues 
also reflected the fact that Finland, Sweden, and Norway 
are  linked to  the  EU  through the European Economic 
Area,  a giant single market stretching from the Arctic to 
the Mediterranean. 
This  gives  the  Nordic  countries  the  biggest  advan-
tages  the  EU  can offer:  the  free  movement of capital, 
goods, services, and people. 
Thus membership of the EU would bestow few addi-
tional  economic or trade  benefits,  at  least in  the short 
term.  The  obvious  difference  between  EEA  and  EU 
membership is participation in the EU's program for Eco-
nomic and Monetary Union, leading eventually to a sin-
gle European currency. 
But  prospects for  creating a  single  currency by the 
target  deadline  of 1999  have  weakened following  the 
currency crises that swept through Europe in  1992  and 
culminated in the meltdown of the European Exchange 
Rate Mechanism in the summer of 1993. 
And so non-economic factors  have been at the fore 
although the overwhelmingly pro-EU political and busi-
ness establishment never ceased to  spell out the costs 
and psychological dangers of staying aloof from a mar-
ket of 350 million consumers. 
Although  outsiders  portray  the  three  countries  as 
members of a cohesive Nordic bloc, they are in fact very 
different, not least in their stance toward the EU. 
For  Finns,  EU  membership signals  a  final,  decisive 
break with a cold war past when foreign and trade poli-
cies  were tailored to  suit Finland's  giant neighbor,  the 
then-Soviet Union with which it shared an 800-mile bor-
der. EU membership means Finland has finally come out 
of the cold and joined Western Europe. 
The fact that the collapse of the Soviet Union robbed 
Finland of a  market that once took a quarter of its  ex-
ports and precipitated a savage recession that has left 20 
percent of Finns without a job also made the EU  an at-
tractive economic proposition. FINNS VOTE YES (CONTINUED) 
EU membership would mark an equally decisive break for 
Sweden, whose cherished neutrality seems anachronistic in 
the post cold war era and whose famed cradle-to-grave wel-
fare system can't survive in an economic cocoon. 
While Sweden's voters still have to make up their minds, 
the country's large corporations such as Electrolux, Ericsson, 
SKF,  and  Volvo,  outgrew  their  restricted  domestic  market 
long ago and have been investing heavily abroad, notably in 
the EU.  Some industrialists have hinted darkly they will up-
root their headquarters and channel more investments to the 
EU in the event of a no vote. 
While Sweden was being tipped to join the EU,  Norway 
confounds the pundits, with the odds on a repeat of the 1972 
referendum when the countty narrowly rejected joining the 
European Community along with the United Kingdom,  Ire-
INTERNET NOTEBOOK 
The latest  information from  Europe  is,  quite  literally,  at 
your fingertips.  By  using  your personal computer you  can 
easily electronically cross the Atlantic  to  communicate with 
thousands of people, receive millions of files of information, 
and make new contacts in all corners of the globe. Best of all 
you can do all this instantaneously from almost any computer 
at little or no cost. 
What  makes  this  futuristic-sounding  dream  a  reality  is 
something called the Internet.  Simply stated, it  is  thousands 
of interconnected computers that allow users to send mes-
sages and share files. Although it sounds like something used 
by  hard-core  computer hackers,  the  basic  functions  of the 
network are quite easy to master. 
The Internet itself is perhaps the best example of cold war 
technology converted to civilian use. Consisting of thousands 
of interconnected computers and millions of files, the Inter-
net was designed so that the military and government would 
be able to  communicate in the event of a  nuclear war. The 
network assumes a message was not received and sends the 
message over several different routes until  it  has confirmed 
the entire message was received. Over time the network has 
grown to include universities, private organizations, and even 
commercial services. In fact the Internet is  so fast and so de-
pendable, it was the only real time link to the turmoil in Rus-
sia  last  year.  Computer  operators  in  Moscow  routed  their 
messages over the Internet through a computer in Finland to 
give eyewitness accounts of the turmoil in the streets during 
the parliamentary power struggle. 
This information superhighway has many offramps in Eu-
rope, thus giving users an instantaneous and reliable way to 
send and receive information from abroad. If you have access 
to the Internet and can use electronic mail  (e-mail), you are 
ready to begin exploring and cruising on the information su-
perhighway. To get started, here are a few examples of what 
types of European information exist on-line and how to get it: 
•  Sign up to be on the White House mailing list for for-
eign affairs press conferences and briefings. The information 
available includes transcripts of speeches and press confer-
ences of the  president's  recent  trips  to  Europe  as  well  as 
other European related topics. To get instructions on how to 
subscribe to the electronic mailing list, send an e-mail mes-
sage  to  publications@whitehouse.gov  with  the  words 
send info in  the body of the message. You can also send 
messages to  President Clinton  and Vice-President  Gore,  as 
land, and an exceedingly reluctant Denmark. 
The current campaign is  virtually  a  carbon copy of the 
1972  referendum during which  the  opposition was led  by 
feisty farmers and fishermen warning that the country's sov-
ereignty over its abundant natural resources was at stake. So 
far, Prime Minister Brundtland has had very little success re-
futing these claims. 
The pro-EU camp has been saying it  would all  come out 
right  on November  28,  taking  heart from  the fact  that the 
1972 result was a close call. When Norway voted no 22 years 
ago,  it  knew it  could take refuge in the Nordic camp. That's 
not an option this time. 
Bruce Barnard is a contributing editor  for EUROPE and a 
Brussels correspondent for the]  ournal of Commerce. 
both  have  their  own Internet  addresses,  which  are  presi-
dent@whitehouse.gov  and  vice.president@white-
house.gov respectively. 
•  Get a copy of the Maastricht Treaty. A full  text version 
of the treaty is  available over the Internet. It is  even broken 
down by sections for easy browsing. Using the gopher com-
mand  connect  to  wiretap.spies.com and  select  govern-
ment documents from tht; menu. 
•  Check out ecu exchange rates. The European Union has 
a  host  of databases  in  Luxembourg  you  can  access  at  no 
charge from your home computer. One of these databases in-
cludes the  official  exchange rates  of the  ecu  against world 
currencies.  To  access  type  telnet echo.lu  and  log  in  as 
echo, then select ecu exchange from the menu. 
• Join a discussion group. These are giant message boards 
where you  can leave  messages,  reply to  messages,  or just 
read messages. There are many of European nature or origin. 
One of the best is  a discussion of European Union topics. To 
subscribe  send an e-mail  message  to  listproc@knidos.cc. 
metu.edu.tr and in the body of the message type subscribe 
ec your-first-name your-last-name. 
•  Explore NATO  on-line. The North Atlantic Treaty Orga-
nization posts press releases and announcements on the In-
ternet.  A full  copy of the  organization's  handbook  is  also 
available on-line. Using the gopher server connect to wire-
tap.spies.com and  select  government documents  from 
the menu. There is  also a mailing list that distributes NATO 
press  releases,  communiques,  secretary  general  speeches, 
and SHAPE  information. To subscribe send an e-mail to list-
serv@ccl.kuleuven.ac.be and  in  the  text  of the  message 
type subscribe natodata your-f"trst-name your-last-name. 
•  Get news from Radio Free Europe. A listing of news re-
leases  related to  developments in  the former  Soviet  Union 
and Eastern  Europe.  Send an e-mail  message  to  listserv@ 
ubvm.cc.buffalo.edu and in the body of the message type 
subscribe  rferl-1  your-ru-st-name  your-last-name.  Up-
dated daily. 
These are only a few of the thousands of sources of infor-
mation available through your computer. The best way to learn 
is  to  start  up your computer and venture  into  "cyberspace". 
Soon  you'll  be  jumping  around  the  Internet  finding  new 
sources of information, engaging in discussion groups, and per-
haps even making a few on-line friends. Happy hunting! 
-Michael  Panetta ' 
EUNEWS 
QUEEN VISITS RUSSIA 
Queen  Elizabeth's  visit  to  Russia  marked  the  first  by  a 
British  monarch. The  trip  signified the  end  of uneasy rela-
tions between the monarch and Russia which arose after Czar 
Nicholas  II,  first  cousin  of  Elizabeth's  grandfather  King 
George V was murdered along with his family in  1918 by Bol-
shevik Revolutionaries. The  queen's  presence in  Russia  was 
seen as  especially  important  to  the  reported  18  percent of 
Russian citizens who want to return Russia to a monarchy. 
Although  British officials call  this an  important visit, they 
emphasize that the main reason the queen accepted the invi-
tation of Russian  President Boris  Yeltsin  was to  learn  more 
about Russia's current economic and political transformations 
and only secondly to heal old  wounds. 
KOHL "WINS REELECTION 
Little more than an hour and a half after the  polls closed, 
Chancellor Helmut Kohl  announced  his  victory  in  the  Ger-
man elections. His Christian Democrats took 41.5 percent of 
the  vote compared to  the  36.4  percent  won  by  the  closest 
competitor,  the  Social  Democratic  Party  led  by  Rudolf 
Scharping (see chart). 
Kohl, already chancellor for 12 years, remained  in  power 
by a margin of only about 143,000 votes out of approximately 
BUSINESS BRIEFS 
50  million  votes cast.  He  maintains  a small  majority  in  Ger-
many's Parliament, with  294  seats.  With such a slight major-
ity, this is said to be one of the weakest German governments 
to come into power since World War II. 
The  chancellor's  campaign  revolved  around a  theme  of 
continuing the unification process of Germany along side the 
unification efforts of the European Union. He said at a recent 
press conference," If the Germans don't realize now that Ger-
man  unity  as  a  historical event  will  be  wasted  if  we don't 
press ahead in  parallel with European unity,  then there is no 
hope for the Germans." 
GERMAN ELECTION RESULTS 
percentage 
Party  of  vote 
Christian Democrats-CSU  41.5% 
Social  Democratic Party  36.4% 
Alliance '90-Greens  7.3% 
Free Democrats  6.9% 
Party for Democratic 
Socialism  4.4% 
Others  3.5% 
Source: Associated Press 
number of 
seats won 
294 
252 
49 
47 
30 
0 
change 
from 1990 
-25 
+13 
+41 
-32 
+13 
no change 
Sam sung of North Korea announced 
a $720 million investment in  a manufac-
turing plant in northern England and the 
transfer  of  its  European  headquarters 
from Frankfurt to London. 
The  decision  of  the  world's  four-
teenth  largest  industrial firm  to site  the 
plant, which  will  employ 3,000  people 
making microwave ovens and computer 
monitors,  in  a  high  unemployment  re-
gion, was a major triumph which fought 
off a  fierce challenge from France, Por-
tugal, Germany, and Spain  to attract the 
prestigious investment. 
which now produces 700,000 sets a year. 
Samsung's  announcement came  just 
weeks after NEC, the Japanese electron-
ics  giant,  unveiled  an  $850  million  in-
vestment  in  a  semiconductor  plant  in 
Scotland. 
Samsung  came  to  Britain  in  1989  to 
build a television plant in the same region  ... 
Mitsubishi of Japan is to  begin pro-
WHAT THEY SAID 
"I would like to congratulate Finland on  a clear result. 
Are we going to place ourselves apart from  an expanded 
Europe? That would be a very strange situation." 
- Ingvm· Carlsson, p1·ime minister of Sweden, congratulating 
Finland on its vote to accept EU membership and rallying 
suppo1 ·t for Swedish membershiP as the country prepares for its 
,·eferendum this month. 
"We are not trying to paint a horror picture. We urge politicians 
to read the study." 
- Svein Aaser, president of  tbe Conf ederation of  Norwegian 
Business and Industr y, refening to a study conducted by his 
gmup showing that ,·ejecting EU membership might cost 
Norway 100,000 jobs. 
"They're  using me, and I'm using them." 
- Stefan Heym, newly elected member of  German Parliament, 
speaking of  the Party of Democratic Socialism  (ex-Communist 
Party) which he represents but bas not joined as an official 
member. 
"For Russia, this visit is the utmost recognition that our 
country Is on the road to democracy." 
- Boris Yeltsin, president of  Russia, speaking of  Queen 
Elizabeth's visit to Russia  70 yean; after the assassination of 
her distant cousin, Czar Nicholas II. 
"I have never built an Institution in my life. You  can't imagine 
what it means to build up something from scratch. It Is a very, 
very full·tlme job." 
- Alexand1·e Lamfalussy, president of the new Eumpean 
Monetary Institute, on setting up the new institution. 
"It was one thing to say communism was immoral, but if 
nothing happens to improve the morality, then there's a 
problem." 
-Ivan Cabal, fanner advisor to Czech Republic President 
Vaclav Havel, on the mf onns taking place in the Czech Republic. 
"We must today put this crisis behind us, reassure our allies in 
the gulf and prepare for the future by giving clear signals to 
Iraq on the methods it must use and the path is must take to 
emerge from its current isolation." 
-Alain  juppe, French foreign minister, urging allies to put the 
Iraqi crisis behind them and restore peace in the Persian Gulf. 
"We haven't lost so many people since Charles XII returned 
from fighting in Norway. I think that was in 1780." 
-Sonja Herkfelt, Swedish citizen, devastated by the sinking of 
the Estonian ferry that killed more than 900 people,  more than 
half  of which were Swedes. BUSINESS BRIEFS ( CONTINlJED) 
duction of cars  in  Europe  for  the  first 
time  at  a  joint  venture  plant  in  the 
Netherlands. 
Mitsubishi plans to produce 200,000 
cars a year by 1997 at the  edCar plant 
it  jointly  owns with Volvo of Sweden 
and the Dutch government. 
••• 
While  Asian  firms  are  moving  into 
Europe, European firms are crossing the 
Atlantic.  The total value of deals in the 
first  half of 1994  was  $28  billion com-
pared with $35  billion for the whole of 
1993. Among recent deals: 
Valeo,  the  French  auto  component 
supplier, paid $80 million cash for Lake 
Center  Industries  which  makes  elec-
tronic and mechanical parts at six plants 
in Minnesota and Wisconsin. 
Valeo,  which  is  already  established 
in  the  US,  said  the  acquisition  will 
strengthen its  position with Ford, Gen-
eral Motors, and Chrysler. 
Kone, the Finnish elevator manufac-
turer,  bought  Montgomery  Elevator 
Co.,  the  fourth  largest US  elevator and 
escalator maker, for $280 million. 
Kone said the acquisition will  boost 
the  North  American  share of its  yearly 
$2  billion  revenues  from  less  than  10 
percent at present to 25  percent. 
Kone is the third largest elevator firm 
in the world with a payroll of 17,800. 
J. Sainsbury, Britain's biggest super-
market chain,  is  buying  50  percent of 
the  voting  stock  in  Maryland-based 
Giant  Food,  Inc.  for  $325  million, 
paving the way for  an expansion of its 
US  operations. 
The stake in Giant, which has 159 su-
permarkets in  the District of Columbia, 
Maryland,  and  Virginia,  complements 
Sainsbury's 87-store Shaw's Supermar-
kets, Inc. chain in New England which 
was acquired in 1987. 
Reed-Elsevier,  the  Anglo-Dutch 
publishing giant, handed over $1.5  bil-
lion for  Mead Data Central, the  elec-
tronic information unit of Mead Corpo-
ration,  the  US  paper  and  forest 
products group.  ..i  ... 
Philips Electronics of the  ether-
lands and mM of the US  are setting up 
a joint venture to manufacture semicon-
ductor wafers at  an IBM  plant near the 
southern German city of Stuttgart.  ... 
The  European  Airbus  consortium 
forecast  that  the  world's  airlines  will 
order 13,000  planes  by  the  year 2011, 
and it  expects to  scoop around 40 per-
cent of the orders. 
Airbus,  which  groups  German, 
French,  British,  and Spanish aerospace 
firms,  says demand will  be strongest in 
North  America  and  Asia  and  that  just 
over half of the orders will  come from 
the renewal of existing fleets. 
••• 
BMW, the German luxury car manu-
facturer,  plans  to  launch  its  first  car 
powered by natural gas for the commer-
cial market in 1995. 
The  cars,  which  will  be  equipped 
with a  conventional gasoline  tank  that 
will  allow  switching  from  gas  at  the 
push  of a  button,  will  be  targeted  at 
owners of taxis and express vans. 
Meanwhile,  a  bullish  BMW  expects 
to triple its sales of conventional cars in 
Japan to 80,000 units a year by the year 
2000. 
••• 
Dresdner Bank  and  Banque  Na-
tionale de Paris  plan  to  boost  their 
year old partnership by making joint ac-
quisitions across Europe, further consol-
idating  Europe's  most  advanced  cross 
border banking link. 
The two banks, which already have 
jointly-owned  subsidiaries  in  Prague, 
Budapest,  Warsaw,  and St.  Petersburg, 
and shortly  in  Moscow,  plan to  merge 
their operations in Spain in early 1995. 
The banks, which have small stakes 
in each other, are looking for other op-
portunities  to  spread  their  pan-Euro-
pean  presence,  with  Italy  the  most 
promising target territory. 
••• 
Audi, the luxury car unit of Volkswa-
gen of Germany, intends to invest $475 
million  in  a  new engine  manufacturing 
plant in Hungary over the next five years. 
The plant, Audi's first wholly-owned 
operation  outside  Germany,  was 
opened in  October with a start-up staff 
of 250  making  750  engines  a  day.  By 
1997, the work force will  total 860 and 
daily output will rise to 2,000 engines. 
The Audi plant is  one of the biggest 
foreign  investments  in  post  -communist 
Hungary and follows earlier auto invest-
ments by General Motors and Suzuki 
of Japan. 
British Steel is  building a $155  mil-
lion, 1 million tons per year mini-mill in 
Tuscaloosa, Alabama, its  biggest single 
investment for four years  . 
The plant will be operated by British 
Steel's US  subsidiary, Tuscaloosa Steel, 
which produces 500,000  tons a  year of 
steel plate. 
"Tuscaloosa's objective is  to become 
the  most  cost-effective  supplier  in  the 
US  (steel)  plate  market,"  says  British 
Steel chairman Sir Brian Moffat. 
British  Steel,  Europe's  third  largest 
producer,  is  also  expanding  rapidly  in 
the lucrative East Asian market, signing a 
joint venture to build a steel rolling plant 
in Kuala Lumpur, Malaysia, and opening 
an office in Ho Chi Mihn City, Vietnam. 
••• 
Axa, the  acqmstttve  French insurer, 
aims  to  take  majority  control  of Equi-
table Life,  the  US life  insurer,  by  the 
end of 1994,  by increasing its current 49 
percent stake to 60.1 percent. 
Its  current stake,  acquired  for  $600 
million  in  1992,  when  Equitable  was 
mired  in  serious  financial  difficulties, 
underperforming  junk  bonds,  and  real 
estate investments, is  now worth about 
$1.4 billion. 
Axa  has  spent around  $1  billion  to 
turn around Equitable  which it  is  using 
as a vehicle to break into the US  life in-
surance and investment market. 
••• 
British Airways, KLM, and Scandi-
navian  Airlines  System  (SAS)  were 
among seven European airlines that ap-
pealed to the European Court of Justice 
to overturn a European Commission rul-
ing in favor of a $3.8 billion government 
subsidy for state-owned Air France. 
The  British  government  also  has 
asked  the  Luxembourg-based  court  to 
annul the  decision  in a  move  that has 
heightened  tensions  in  the  European 
Union over the vexed issue of the use of 
subsidies to prop up ailing state-owned 
companies. 
British Midland, a leading indepen-
dent carrier, joined the battle against the 
aid to Air France which, it says, was "al-
most equal to the entire losses made by 
all the world's airlines in 1993." 
The  other  airlines  fighting  the  Air 
France subsidy are Air UK, Maesrk Air 
of Denmark, and TAT, a French regional 
airline  which  is  49  percent owned  by 
British Airways. 
- Bmce Barnard 
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in-Chief Robert J.  Guttman about the new World  Trade Organi· 
zation  (WTO),  differences  between  GATT  and  WTO,  U5-EU 
trade, and the future enlargement of the European Union. 
Horst 
Krenzler 
What is the  EU's position  on the creation 
of the Wortd Trade Organization next Jan-
uary? Are  there  any  problems?  Are  you 
squarely behind the creation of the WTO? 
We were indeed among the promot-
ers of the WfO. We  strongly backed 
the idea. We think that the move from 
the GATI, which was always provision-
ally applied and never a real institution, 
to  the wro, which will  be an  institu-
tion with much more binding rules, is 
significant. Particularly, it would set up 
a dispute settlement mechanism which 
is binding for the parties. Such a mech-
anism represents progress and is  one 
of the major achievements of the wro. 
Will  the  WTO  actually  go  into  place  on 
January 1, 1995? 
For the time being, there is a good 
chance that the major players will ratify 
before the first of January. But we have 
to see if a critical mass of countries has 
ratified (the wro agreement) because 
we  need a substantial number before 
we can put it into force. 
What are the major changes from GATT to 
the WTO? 
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There are a lot of important changes, 
but let me mention just some. The wro 
is a sort of umbrella organization which 
will envelop not only trade in goods-as 
the GATI did in  the past-but will also 
cover trade in  services and intellectual 
property. Another big difference, which 
I have already referred to, concerns the 
binding dispute settlement mechanism. 
No longer will the adoption of panel de-
cisions depend on consensus of the con-
tracting parties and hence the actual ac-
ceptance  of  the  ruling  by  the  losing 
party. This was one of the major short-
comings of the old GATI. 
Finally, the WfO will be a more po-
litical organization. It will have regular 
ministerial  meetings.  Therefore  the 
wro will become an organization com-
parable to  the World Bank and  to  the 
IMF, with the same status as these two 
organizations. The three organizations 
have  to  work  together  to  achieve  a 
more  coherent  management  of the 
world economy. This will be one of the 
major tasks for  the new director gen-
eral ofWfO. 
Is there going to  be any overtap with  IMF 
or  Wortd  Bank?  Is  there  going  to  be  a 
problem with encroaching on each others' 
territory? 
I wouldn't speak about overlap, but 
there is  a  need for  fairly  close  rela-
tionships because, for instance, every 
currency  change  influences  trade 
movements.  Conversely,  sudden 
trade movements can also  influence 
exchange rates. Therefore, close co-
operation  is  needed  to  deal  with 
these areas. 
Will  the  WTO  more effectively cover envi-
ronmental issues than GATT did? 
Yes,  it certainly will.  It was decided 
at the concluding session in Marrakesh 
that the relationship between trade and 
environmental measures would be one 
of  the  key  subjects  to  be  discussed 
within the WfO. We have to establish 
rules on how to connect the two areas. 
In future trade discussions, the interac-
tion  of  trade  and  environmental  poli-
cies  will  be  examined  more  fully.  A 
committee has been set up to make the 
necessary recommendations. 
Can  you  tell  us  what  the  status  of  the GATT  Uruguay  Round  Treaty  is within  the 
EU  and  what  the  status  is  within  the  dif-
ferent countries at this point? 
The Uruguay Round  Final Act  was 
signed  by  the  EU  as  well  as  by  the 
member  states.  The  real  question, 
which  is  now  before  the  European 
Court of Justice, is who is responsible 
to act within the wro for the so-called 
"new areas" including intellectual prop-
erty, environmental issues, social stan-
dards, and competition. In the Commis-
sion's  opinion,  the  Union,  as  such, 
should  retain  the  system  of  speaking 
with one voice to  preserve the unity of 
our  external  representation.  Some 
member states think they should speak 
with their own voice on certain issues. 
We think that this is neither in the inter-
est of the member states of the EU nor 
in the interests of third countries which 
would probably benefit from being able 
to deal with a single interlocutor. 
How will this be resolved? Could this delay 
the WTO's coming into effect? 
The  opinion  of  the  Court  will  be 
available  November  15,  which  would 
leave  us enough time  to  ratify  before 
the end of the year. 
What do you see as the outstanding trade 
issues between the US and  EU? Are there 
any  specific  things  that  are  troublesome 
at this time? 
Within a trade relationship as close, 
comprehensive, and diversified as the 
one between the EU  and the US,  fric-
tion is unavoidable. Thus, even though 
transatlantic trade and investment are 
flourishing,  we  do  have  some  con-
cerns, and we have made them known 
to the US administration. We are moni-
toring closely, to give you just one ex-
ample, how the Uruguay Round is im-
plemented here in the United States in 
various areas. And  we  can only  hope 
that the implementation legislation will 
reflect  faithfully  the  results  of  the 
Uruguay Round. 
We also have other concerns, for in-
stance, in the investment field, relating 
to the increasing tendency of US legis-
lators to  introduce legislation contain-
ing conditional national treatment pro-
visions.  This  is  not  a  good  thing 
because it may deteriorate the invest-
ment climate in the United States and 
may become an obstacle for foreign in-
vestment here. The US administration 
and  the  Commission  both  agree  that 
conditional  national  treatment  provi-
sions should be avoided. 
What is "conditional national treatment"? 
National  treatment  (a  well-estab-
lished  standard both in  GATI and in 
the  OECD)  ensures  that  the  same 
treatment is afforded to domestic com-
panies  and  those  of  foreign  origin. 
Thus, in Europe, we treat a company of 
American  origin like  a  European one 
when  it  comes  to  the  application  of 
rules or the access to  subsidies, for in-
stance,  in  the  research  area.  Condi-
tional national treatment provisions, on 
the other hand, restrict the possibilities 
of foreign companies compared to  do-
mestic ones. Provisions encountered in 
proposed US legislation make national 
treatment conditional on certain action 
taken by the company's home country 
or on  the fulfillment of certain perfor-
mance requirements by the European-
owned company in the US. 
How  would  you  describe  transatlantic 
investment? 
I think there is a very healthy invest-
ment  flow.  The  investment  stock  is 
more or less in equilibrium, mutual di-
rect investment amounts to about $450 
billion. The transatlantic investment re-
lationship  is  of  great  importance  for 
our economies. About 3 million people 
in  the  US  are  working  in  European-
owned  companies,  and  these  compa-
nies pay an annual $7 billion in corpo-
rate  taxes.  This  is  why  it  is  so 
important to  make sure that there are 
no  obstacles to  these investments like 
the  discrimination  of  foreign  compa-
nies  vis-a-vis  domestic  companies.  In 
Europe we have a special article in the 
Treaty  of  Rome  guaranteeing  equal 
treatment to all established companies, 
whatever their origin. 
Do  you  feel  that  Central  European  coun-
tries  have  economies  that  are  strong 
enough  to  become  members of the  Euro-
pean Union? 
A lot has to be done to  make them 
competitive  and  to  create  the  condi-
tions for entry into the Union. We are 
trying  to  implement  preaccession 
strategies  which  would  include  free 
market access to the EU market; assis-
tance  for  approximation  of legislation 
with  EU  internal  market legislation; 
and guarantee a steady inflow of techni-
cal  assistance  or  investment grants 
over a five-year period. 
Realistically speaking, do you think they'll 
become members by the Year 2000? 
This  is  certainly  a  possibility  for 
some of them, not all of them. But it de-
pends very much on their own develop-
ment, and I would foresee that some of 
them may be members around 2000. 
You're  going  to  have  a new  Commission 
coming  into  place  in  January  with  a new 
president. What do you see happening? 
I think one of the conditions of the 
future  enlargement you  have  just 
mentioned is that we get our house in 
order. To do  so, we have planned an 
intergovernmental  conference  in 
1996.  During  this  conference,  we 
need to  establish the internal condi-
tions  for  the absorption  of up  to  10 
new  countries.  This  means  institu-
tional  change. This is  a very impor-
tant task,  and  President Santer and 
the new Commission will have to  de-
vote a lot of time to the preparation of 
this conference. It  will be a new phase 
in the life of the EU, as challenging as 
the Maastricht Treaty. 
Boris YeHsin said  Russia  is a stable place 
to invest.  Do you  agree with that? And  do 
you think European companies are invest-
ing at a good  rate? Or should  they  be in-
vesting more? 
European  companies'  investment 
in  Russia is  not very substantial for 
the time being. Industry still has a lot 
of questions about the legal and insti-
tutional  framework  for  investment, 
taxation  laws,  possibilities  to  own 
property,  things  like  that.  There  is 
still a lot up front to  be done,  but I 
think  the  Russian  market  is  ex-
tremely  interesting.  The  country  is 
rich in resources, and has enormous 
business potential. 
Is  the  G7  still  an  appropriate  forum,  or 
does  it  need  to  be  abolished  and  some-
thing new take its place? 
The  G  7  is  already  changing  and 
going back to its origins, to  more in-
formal  gatherings  for  the  economic 
part of its deliberations. For the time 
being, it will remain a G7 for the eco-
nomic part, but for the political delib-
erations it is already a G8, with the in-
clusion of Russia. But I don't see other 
radical reforms to  come in the short 
term. @ 
November1994  27 For years, foreigners visiting Tirana, Albania's capital, have 
had only two  real alternatives when it came to  lodging:  the 
tired, old Hotel Dajti, built by Italians in 1934, and the 15-story, 
Soviet-built Hotel Tirana overlooking Skanderbeg Square. 
With GNP shooting up 11  percent in  1993 and likely to 
jump another 10 percent this year, that's about to change. Al-
bania-Europe's  poorest country-is  enjoying  the  conti-
nent's strongest growth. Within  18  months, Tirana should 
have two new luxury hotels in operation-thanks to Austrian 
and Kuwaiti investors who see big profits as Europe's most 
isolated country finally opens up. 
Even so,  only 47,000  people visited Albania last year-
with only 9,000 being actual tourists, according to the Alba-
nian Tourism Ministry. The rest were missionaries, journal-
ists,  ethnic Albanians  from  neighboring  countries,  and 
day-trippers from the Greek island of Corfu. 
Yet by 2004,  the Maryland-sized country expects to  be re-
ceiving more than half a million visitors a year-mainly from 
Italy, Germany, the United Kingdom, Scandinavia, and Greece. 
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Many will come out of curiosity; after all, the country was off-
limits for nearly half a century. Others will arrive in search of 
uncluttered  beaches,  clear mountain  streams,  and the tradi-
tional hospitality for which Albanians have become famous. 
'We are going to avoid mass tourism as much as possible," 
promises Edmond Spaho, the country's 36 year old  tourism 
minister. 'We don't want to  repeat the mistakes other coun-
tries have made. We will respect all local architectural designs 
and promote handicrafts to create an original environment that 
will compete with other European markets." 
Albania is certainly original.  One of the first things visi-
tors to this tiny Balkan country notice are the igloo-like con-
crete bunkers dotting the countryside. The bunkers-untold 
hundreds of thousands were built-are a bizarre legacy of 
the country's late Communist dictator, Enver Hoxha, who 
feared an American or Soviet nuclear attack. 
Under Hoxha, private cars, beards, foreign radio broad-
casts, and religion were outlawed. The only Coca-Cola Alba-
nia's 2.5 million citizens ever saw were empty cans washing up on the beach from Italy or Greece. 
Today, with Hoxha dead and Albania under democratic 
rule, BMW  s, soft drinks, religion, and the Voice of America 
are all in vogue. Billboards pushing Coke have popped up all 
around Tirana; television and radio spots incessantly repeat 
the slogan "Coca-Cola Gjithmone" (Coca-Cola Always). 
Commercialism aside, Albania is probably the only East-
em European country whose environment wasn't destroyed 
by heavy industry. Tourists who are brave enough to rent a 
car can explore everything from Lake Shkoder in the north 
to the charming mountain village of Voskopoja in the south, 
which boasts well-preserved Orthodox church frescoes from 
the 17th century. 
Albania, which is predominantly Muslim, also has a num-
ber of important mosques, starting with 
the Xhamia  Ilias  Mirahori  in  Kon;e, 
which this year celebrated its 500th an-
niversary.  At  Butrint,  a  Roman  am-
phitheater dating from the time of Christ 
can be found,  and  in  Saranda-only a 
few miles across the water from Corfu-
visitors can stroll along the boardwalk 
for a romantic moonlit evening. 
To protect Albania's wildly beautiful 
Adriatic coastline, Spaho's government 
has  forbidden  the  construction  of 
beachfront  tourist villas  taller  than 
three stories. At the same time, it has 
passed a .new law that gives foreigners 
lucrative  tax incentives  to  build  villas 
and guest houses in  areas earmarked 
for tourism development. 
"We intend to have 50,000 to 60,000 
beds just along the coast," Spaho said. 
At the moment, the state monopoly Alb-
turist  has  3,000  beds,  but only  1,300 
beds are tourist-class. 'The rest cannot 
be offered to the international market," 
he concedes. 
In  Tirana,  population  170,000,  two 
luxury hotel projects are already under-
way. The first is the $200 million Hotel Dea, now under con-
struction by Rogner International Hotel &  Resorts, an Aus-
trian hotel chain with operations throughout Eastern Europe. 
The Dea-named after a figure in Albanian mythology-is 
rising on a 2.3  hectare plot fronting the Boulevard. The va-
cant site was intended for the headquarters of Albania's Polit-
buro until the fall of communism in 1991. 
Rogner executive Reinhard W. Schmidt, who has overseen 
the hotel project for  the last two  years,  says the five-story 
hotel will have 101 double rooms, 10 junior suites, two execu-
tive  suites, a business center, conference facilities,  a tennis 
court,  and an outdoor pool.  Rates will  average $120-130  a 
night for a double room upon completion in August 1995. 
'This is the first hotel project being built in Albania with for-
eign investment," says Reinhard, who works out of a luxurious 
villa  only two  blocks from  the mausoleum of Enver Hoxha, 
whose government forbade foreign investment in Albania and 
denied tourist visas to both American and Soviet citizens. 
The  second  project  is  a  futuristic-looking  $25  million 
hotel designed and now being built by Kuwait's Mohamed 
Abdulmohsin Kharafi  &  Sons Group.  Upon  completion in 
early 1996, the five-star property will likely be managed by 
Sheraton Hotels. 
Zakaria Rashed, area manager for MAK-Albania, said the 
11-story  structure-with a  sleek black-glass  exterior,  220 
deluxe rooms, and 42 suites, three restaurants, a night-club, 
a swimming pool, and tennis courts-will be Albania's first 
five-star property. 
'This country has good tourism potential," said Rashed. 
"Albania is opening up, and there are no facilities. Because of 
that, hotels are very good projects for investors and for the 
country itself. That's why we chose to build a hotel there." 
To prepare for the tourist onslaught, the Albanian govern-
ment has awarded Germany's Siemens Group a $30 million 
contract to upgrade tiny Rinas Airport, 
a 30-minute drive from Tirana. 
The  first  phase,  which  began  in 
September,  involves  building  a  new 
taxiway,  renovating  the  1957-era  run-
way  with  a  new  layer  of  asphalt,  in-
stalling an emergency generating plant, 
putting in a  new airfield  lighting sys-
tem, and building a new control tower. 
That work  should  take  about  21 
months,  says  Weitzen  Seider,  sales 
manager for  Siemens' Airport Depart-
ment based near Munich. 
The second phase involves extend-
ing the runway from its present 2, 750 
meters to 4,000 meters and upgrading 
the  duty-free  shopping  area  substan-
tially. Seider said both phases are to be 
completely  financed  by  German  and 
Austrian export credit agencies. 
In  addition  to  the  two  new  hotels, 
Italy's Turin Hotels International plans to 
manage the Hotel Tirana upon comple-
tion of its renovation, which has already 
begun. The renovation is a $16.4 million 
joint venture between state-run Albturist, 
the  Italian  construction  firm  De  Vin-
cenzo Esteria, and three other partners, the Albanian Savings 
Bank,  the Albanian  Insurance  Institute,  and  the European 
Bank for Reconstruction and Development 
Likewise, the French firm CBC plans to renovate the 89-
room Dajti in a $26 million venture with Albturist. 
The Dajti's general manager, Spartak Topollaj, says that 
as soon as the Hotel Tirana is renovated and the two new ho-
tels are built,  "there will  be three good hotels. Then, we 
would start a full reconstruction of the Dajti." 
For nine months, the US Embassy operated out of a suite 
at the Dajti; the hotel has also hosted numerous IMF, World 
Bank, NATO, and EU delegations. At the moment, the Dajti 
is the only tourist-class hotel open for business. Rates start 
at $35 a night, and the venerable, historic hotel is almost al-
ways full. It even made a $1.5 million profit last year, accord-
ing to Topollaj, though few tourists would rank the Dajti as a 
world-class property.@ 
Larry Luxner is a journalist who has extensively photographed 
and written about Albania. 
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here can you  stay in  the same room  that 
Carlos V snoozed in,  dine in  an establish-
ment founded by a 16th century cardinal, or 
dream the night away in a castle where the 
Prince of Conde led an unsuccessful siege 
300 years ago? 
The paradors of Spain-a network of 86 castles, convents, 
inns,  and  other historic  spots where 20th  century visitors 
may stay-provide these and other romantic, gastronomic, 
and historic experiences. 
The word parador means "inn or stopping place" -a  term 
originally used to  refer to  lodging offered to  persons of re-
spectable rank. In 1926, the Marquis de Ia Vega-Inclan, Spain's 
royal tourist commissioner, came up with the idea of establish-
ing a chain of state-run paradors in areas where it would not be 
profitable for private companies to build hotels. His plan was 
to convert some of Spain's ancient palaces, castles, convents, 
and other historic sites into hotel accommodations. 
Vega-Inclan's brainstorm met with glowing approval from 
King Alfonso XIII, and it wasn't long before the first parador 
opened in the Gredos Mountains. More and more paradors 
opened at distances corresponding to an easy day's journey 
by car, and today there are 86 paradors all over the country 
(83 hotels and three restaurants). 
Thirteen of  the hotels  are in  medieval  castles,  nine  in 
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Baroque or Gothic places, six in former convents, and six in 
historic complexes,  including an  old  mill.  (fhe remainder 
are in more modern facilities.) 
The network of paradors fans out all  over the country-
from mountain ski resorts to  sun-swept beaches, from mu-
seum-rich cities to  quaint rural villages to  hot-spring baths. 
Some paradors are tiny (the Parador de Villalba, for example, 
has just six rooms), while others are considerably larger (up 
to 258 rooms in Hostal de San Marcos). 
Amenities vary, but most paradors are rated three or four 
stars,  and  many  offer  air  conditioning  (at  least in  public 
areas), central heating, saunas, gyms, swimming pools, and 
garages. Some are even equipped to handle business meet-
ings and conventions. 
Prices at paradors are surprisingly reasonable and range 
from  approximately  $42  per person  per night  (including breakfast, tax, and service) at Puebla de 
Sanabria to  a high of $122  for the glit-
tery  Reyes  Catolicos  in  Santiago  de 
Compostela. Rates are somewhat lower 
out of season (usually April to June 30-
except Holy Week, November 1 to  De-
cember 21, and January 1 to March 31). 
Booking Your Itinerary 
It is possible to book a delightful va-
cation  and  stay  in  a  different  parador 
each night.  For example, you  may de-
cide  to  fly  to  Madrid,  rent a car,  and 
drive to  Segovia (a distance of approxi-
mately 65 miles), then Avila  (40 miles), 
Oropesa (70 miles), Toledo  (45 miles), 
Chinch  on  (45  miles),  and  back  to 
Madrid  (30  miles). Along the way you 
could quite easily stay in a 15th century 
palace,  a  medieval  castle,  a  four-star 
parador filled  with  antique furniture,  a 
modern  parador complete  with  swim-
ming  pool,  and  a  former  Augustinian 
convent. 
To  locate  paradors  near your  in-
tended destinations, contact the Tourist 
Office  of Spain  (665  Fifth Avenue,  New 
York, NY 10022; tel.  (212)  759 8822, fax 
(212) 980 1053) and request a copy of the 
map  showing  the  location  of  all  86 
paradors. Also ask for a copy of Viaje Por 
Los  Paradores  (Visiting the  Paradors),  a 
96-page guide illustrated with color pho-
tos of every parador, including historic 
information,  amenities,  nearby  sights, 
and even altitude. (Both the map and the 
guidebook are free.)  Lest you remain forever confused, note 
that the guide identifies paradors by the name of the structure 
(for example, "El Emparador Parador in the city of Hondar-
ribia"), while the map identifies them by the cities in which 
they are located ("Parador de Hondarribia"). 
A handful of travel agencies and tour operators specialize 
in  parador travel. They will  make  reservations for  you  at 
each of the paradors you have selected and send confirma-
tion, often within 24 hours. Once your reservations are con-
firmed, you will probably be asked to send a deposit (usually 
$50 per parador), and make complete payment four weeks 
prior to departure. Some companies do not take credit cards, 
so be sure to clarify payment terms ahead of time. 
Travel  agencies  and  tour  operators  recommended  by 
Iberia Airlines and the Tourist Office of Spain are: 
Discover  Spain  Vacations,  2200  Fletcher  Avenue,  Ft.  Lee,  New  Jersey 
07024; tel. {800) 227 5858, or {201) 346 1658, fax {201) 346 0511. 
4th Dimension Tourist, 1150 N.W.  72nd  Avenue,  Suite 305,  Miami,  Florida 
33126, tel. {800) 877 1525 or {305) 477 1525, fax (305) 594 9118. 
Marketing Ahead  Inc.,  433  Fifth  Avenue,  New  York,  New  York  10016, tel. 
{800) 223 1356 or {212) 686 9213, fax (212) 686 0271. 
Munditour International, 3935  NW  26th  Street, Miami,  Florida  33142, tel. 
{800) 327 7011 or in Florida {800) 432 7176, fax {305) 8714131.@ 
Elisabeth Farrell is a frequent contributor to EUROPE. 
Parador Paradise.  Consider including these 
paradors in your itinerary: 
HOTEL  DE  LOS·  REYES  CATOLICAS,  in  Santiago  de  Compostela  (Corunna 
Province), is regarded as the oldest hotel  in the world.  The  lovely four·star struc-
ture was founded  in 1499 as a  Royal  Hospital by  King Ferdinand  and Queen  Is-
abella to give shelter and lodging to pilgrims. Facilities have been restored,  keep-
ing  intact  the  cloisters,  Gothic  patios,  carved  jambs,  and  other  architectural 
details. More  than  600  paintings  decorate  the  rooms  and  galleries.  The  Royal 
Chapel is now an auditorium for concerts and exhibitions. 
CONDES D£ VILLALBA PARADOR, Villalba (Lugo), a  small three-star parador, oc-
cupies  a 13th  century  tower  that  can  only  be  accessed  via  drawbridge.  The 
provincial capital of Villalba, enclosed by Roman walls,  is still entered via  the 10 
gates. 
EL EMPRADOR,  Hondarribia  (Guipuzcoa},  is  part of a  huge castle  dominating 
the Bidasoa estuary in the Basque country. Founded by the Navarre King Sancho 
Abarca, the fortress endured many sieges thanks to its prime location and had to 
be  repaired  or  rebuilt frequently. The  present appearance  dates  to  the  time of 
Carlos V ,  who stayed here. 
LA CONCORDIA  PARADOR,  Alcaniz,  Teruel, is a 
castle of the 12th century Order of the Calatrava 
Knights. The fortress stands on a  hill  in the mid-
dle of the city enjoying splendid views of the fer-
tile valleys and olive groves. 
DUQUES  DE  CARDONA  PARADOR,  Cardona 
(Barcelona},  is  located  in  a  fortress  built  in  798 
A.D.  by Louis of Aquitaine,  heir of Charlemagne. 
San  Ramon  Nonanto, a  member of the  powerful 
Cardona  family, lived  and  died  within  its  walls. 
This  four-star  parador  is  about  60  miles  from 
Barcelona,  near the towns of O lesa and  Esparra-
quera, famous  for  the  Passion  Plays  performed 
during Holy Week. 
CASTILLO  D£  ZUDA  PARADOR,  Tortosa  (T arrag-
ona},  at the  southern  extreme  of the  Catalonian 
coast,  is  in  an  Arabian  castle which,  once it was 
conquered  by  the  Aragonese  kingdom,  became 
the  royal residence  and  headquarters  of the  re-
gion. The  name "la Zuda" refers to a  well dug by 
order of Abderraman Ill; you may still see it today. 
The  2nd  century  arch  and  tower  of  Los  Scipios 
are on the outskirts of town.  Parador de Fuentenabia 
CONDES D£ ALBA Y  ALISTE PARADOR,  Zamora,  in a  15th century Renaissance 
palace, is a  delightful spot for art lovers. The structure boasts a  staircase that is 
among the  best  examples  of Castilian-Leonese  architecture.  In  town,  you  may 
visit the Church of Santiago de los Caballeros, where  El Cid was knighted. 
HOTEL SAN MARCOS, Leon (Leon},  dates to 1515, when construction began on 
a  convent used as a  rest stop for pilgrims traveling to Santiago de Compostela. 
Now  a five-star  luxury  hotel,  this  monumental  complex  includes  a noteworthy 
church,  sacristy, facade,  cloister,  choir  stalls,  several  private  dining  rooms,  a 
magnificent  main hall  with  a 16th century coffered  ceiling, and a banquet  hall 
that can  seat 500  people.  Which  wing to  stay  in?  Choose  from  a  room  in  the 
main  facade, in  the  towers,  or  in "cells" (or  you  may  lodge  in  more  modern 
rooms, if you prefer). 
VIRREY DE TOLEDO PARADOR, Oropesa (Toledo}, rests at the foot of the Gredos 
Mountains. This medieval castle  possesses a  turbulent past; during the dynastic 
struggles and the Arabic wars, it was reduced to ruins and had to be rebuilt in the 
15th century. At  one  time  or  another, the  palace  belonged to  Juan  de  Ia  Cerda 
(brother of  Sancho  IV of Castile}  and  to  Garcia  Alvarez  de Toledo.  In  later  cen-
turies, Carlos V, Santa Teresa de Jesus, and San Pedro Alcantara all lodged there. 
HOSTERIA EL  ESTUDIANTE (Student's Restaurant), Alcala de Henares (Madrid) 
is  one  of three  restaurant paradors  (no  lodging facilities}.  Founded  by Cardinal 
Cisneros  in  1510,  it  is  located  in  the  Renaissance  Collegiate  Church  of  San 
Jeronimo, also  called  "el  Trilingue," after the  schools of Latinj  Greek,  and  He-
brew that used to surround it. 
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orne of the euphoria that engulfed Barcelona during and after the 1992 Olympic Games has evapo-
rated. The capital of the autonomous region of Catalonia has been hit by the recession that has been 
particularly severe in Spain. But this is a highly adaptable, resilient, hard working  (and hard play-
ing) city with some 200,000 small and medium-sized enterprises in and around Barcelona and many 
foreign multinationals in the vicinity. There seems to be no lack of optimism about the future. The 
proof is that billions of dollars are to be invested in the next few years on more public works. Some 
of the money is earmarked for prestigious cultural projects such as new museums to accompany the 
existing showplaces for the works of native sons Picasso and Miro and part of the fabulous Thyssen 
collection which has been transferred from Madrid to Pedralbes monastery on the hillside and now 
displays works by Canaletto, Velazquez, and Rubens. The Olympics gave  a  tremendous boost to 
Barcelona's  infrastructure-a  rebuilt  airport, 
new roads  (particularly the  beltway providing 
15-minute  access  to  the  airport),  vastly  im-
proved  telecommunications,  new  hotels,  and 
waterfront apartments-and its prestige. All this 
was successfully grafted onto a city where the 
maze of narrow streets of the Barrio Gothico, 
site also  of the Catalan and city governments, 
date  back  to  the  1200s  and  1300s.  It  also 
blended with modernist Barcelona, symbolized 
by Antonio Gaudi who created startling new ar-
chitectural forms that parallel the stylistic devel-
opment of art nouveau. Barcelona also had mag-
nificently  wide  avenues  such  as  Avenida 
industrial waterfront into the Olympic Village. 
Horo, the athletes apartments, have since been bought by 
middle class city dwellers, and the now-magnificent, six-mile 
beachfront includes a marina, restaurants, and other facili-
ties and is dominated by Europe's most modern hotel, the 
455-room Arts Hotel  run by Ritz  Carlton and financed  by 
Japanese money, notably the Sogo supermarket chain. 
Just as the Olympics provided the impetus for this tightly 
packed city of 1. 7 million inhabitants, ringed by mountains, to 
look increasingly to the Mediterranean, so the new plans will 
help achieve its ambition to be the gateway to  Southern Eu-
rope and one of Europe's major cultural centers. 
Mayor Pasqua! Maragall aims by the end of the century to 
make Barcelona the key city in a so-called "Latin Arch," taking 
in  such cities as Valencia,  Saragossa, and Palma  (Majorca) 
plus the French cities of Toulouse and Mont- Diagonal, which runs across the 
city for six miles and is home to 
many big companies and banks. 
But the Olympics brought more 
order and efficiency. 
The heart of Barcelon a  pellier and eventually northern Italian cities. 
The French are very keen on close cooper-
is  the Ramblas, a  tree- ation,  and  regions  such  as  Midi-Pyrenees, 
centered in Toulouse, as well  as Languedoc-
Roussillon in  Montpellier, have opened seri-
ous talks with the Catalans about forming a 
vast Euro-region of 17 million people or more 
with improved trans-Pyrenees connections by 
rail tunnels. 
lined boulevard with a 
wide center strip  for 
strolling. It runs from 
Plaza Catalunya down 
to the sea and is 
thronged with people 
and lined with kiosks 
and flower shops with 
part of the sidewalk 
Barcelona's redesigned port and the multi-
billion dollar Llobregat River Delta Project with 
its computerized inventory, quality control, stor-
age facilities,  and packaging services will help 
Barcelona's  export-oriented  industries,  both 
Spanish and foreign,  and provide a more effi-
cient entry point for goods, notably from Asia. 
The already revamped airport is also being ex-
tended for freight as well as weekend visitors at-
tracted  by a  sharp  drop  in  the  exorbitant 
Olympic Games prices of hotel rooms. 
The best recent news was the 
Spanish  government's  decision 
to  grant a subsidy, disguised as 
research and development aid, to 
Volkswagen  to  help  it  maintain 
the factories of SEAT, its Spanish 
subsidiary,  which  is  the  main 
employer  in  the  area.  As  help 
came, so the automobile market 
turned upward. The salvation of 
SEAT  coincided  with  the  an-
nouncement  of  several  major 
projects  to  make  Barcelona's 
port a serious rival to Rotterdam, 
which dominates European port 
trade.  Barcelona  is  already  the 
Mediterranean's  biggest  con-
tainer  port  and  wants  to  take 
more  of  the  freight  from  Asia 
designed by Joan Miro .  Barcelona is again becoming a vast con-
struction zone just as it was in the years of 
preparation for the Olympics. Its industries, 
passing through the Suez Canal. 
One major undertaking now being launched 
is the $3.5 billion Delta Project, a shipping and 
rail  distribution center. Another is a new train 
station for  the TGV high speed train link with 
France, due before the end of the century. A new 
world trade center is nearing completion, while 
there are various other Olympic-style urban re-
newal projects-apartments, parks, roads, cultural centers. 
The Catalan leaders are completing new museums, no-
tably the Contemporary Arts Museum and the Catalan Arts 
Museum, and plan a national theater and auditorium. The 
burned-out Liceu opera house on the famous central Ram-
bias walkway is to be rebuilt. New conference centers are to 
be added  to  confirm  the city's  seventh  place  among  the 
world's conference cities. 
The city is on the move again just as it was in the run-up 
to the Olympics. 
Barcelona has generally advanced in leaps and bounds. It 
happened in  1888  when it hosted its first World Fair.  An-
other leap was a second World Fair in 1929 and then the last 
Olympics when $6 billion was spent turning the run-down, 
particularly  those  in  trade  and  services,  are  leaner and 
more efficient following  the recession yet unemployment 
has been kept to around 11 percent against a national aver-
age double that figure. 
Barcelona has long been the favored investment site for 
foreign firms. More than 200 US firms are installed in Catalo-
nia and surrounding regions. They include Warner Lambert, 
Pepsico,  Bendix,  United Technologies,  Black and Decker, 
Bristol  Myers  Squibb,  Upjohn,  Culligan-with  Ford  and 
General Motors not far away. Japanese firms, such as Sony 
and Nissan, have followed as well. 
The insistence on use of the Catalan  language annoys 
some foreign businessmen, but the mayor replies that the 
language, close to the French dialect spoken in Provenye, is 
an "easy one to learn." The language question is an essential 
one for the Catalans who tried many times over the centuries 
to  become either independent or autonomous  within  the 
Spanish state-the latter is now the case with the Catalan 
Generalitat (government) having jurisdiction over economic 
and physical planning, public works, health education, civil 
law,  tourism,  research  and  development,  television  (the 
main newspapers La Vanguardia  and El  Periodica  are still 
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savings banks. 
Today at least 60 percent of all school classes are taught 
in Catalan. Still, many professors believe that Catalonia and 
its capital would be doing more for its future if children were 
required to learn English or French rather than a language 
spoken in a limited area. Most Catalonian business people 
speak English or French. 
The heart of Barcelona is the Ramblas, a tree-lined boule-
vard with a wide center strip for strolling (the paseo). It runs 
from Plaza Catalunya down to the sea and is thronged with 
people and lined with kiosks and flower shops with part of 
the sidewalk designed by Joan Miro. To one side of the Ram-
bias is Barrio Chino, the old red-light district, now filled with 
fashionable  restaurants  and  boutiques. And  the  Boqueria 
covered market, opened in 1217, is one of the most colorful 
and best-supplied in the whole of Europe. 
It is a mystery to visitors how the Catalans can remain 
so  industrious  (the  attraction for  the Japanese)  and yet 
stay up  half the night in  discos or at clubs such as La 
Paloma, 27  Tigro, which attract lovers of the bolera and 
paso doble. Then there is the flamenco temple, El Tablao 
de  Carmen,  9  Arcos  in  the  remarkable  Pohle  Espanyo 
(Spanish  Village),  tel.  325  6895.  Tab  lao  was  opened  in 
memory of Carmen Amaya,  considered the greatest fla-
menco dancer of all time, and seeks to preserve her stan-
dards. It is run by the stunning Maria Aguero who epito-
mizes Barcelona's other reputation as Spain's style capital. 
The recession certainly has not spared Barcelona. The 
difference,  however, is that the Catalans have very pre-
cise plans for the rest of the decade. The 30 percent of all 
tourists who pass through Barcelona airport should spend 
some time in  this elegant and  dynamic  Euro-City, as it 
likes to call itself. @ 
Alan Tillier, based in Paris, is the author of  several travel books. 
A  TRAVELER'S  GUIDE  TO  BARCELONA 
V"dal StatistiCS 
location:  The  Mediten:anean  coast  of 
Northeast S~>,ain "'  ~92  miles from Madrid, 
319  miles  from  Bilbao,  226  miles  from 
Valene1a, 1! 4 miles frcfrn Perpigna'n, just 
across the French , border. 
Population: 1.7 million, metropolitan area 
4 millibn. ,, 
Passos  and  John  Steinbeck,  tel.  \34} 
3011404, fax: {34} 317 2915. 
Claris, five stars,  situated irlt the heart 
of Barcelona,  next to the  Paseo  de  Gra-
cia. A  former palacio, the Clans has been 
restored and combines modem and clas· 
sica! style.  It is filled with  antiques from 
Spain, France, and Britain, and has a  pr~ 
vate  museum  of  Egyptian  artifacts. 
Sauna, gym, and rooftop pool, tel. (34) 3 
487 6262, fax; (34) 487 8736. 
Meridien,  four stars, just off the  Ram-
bias,  housed  in a  19th century building, 
m,catering for the  traveling  executive.  PC, 
printer,  and  fax  available  in  the  rooms; 
business  center  and  excellent  restau-
rants,  tel.  (34) 3 318 6200,  fax:  (34) 3 
3017776. 
Plaza, four stars, a  new hotel situated 
on  one of the main  squares,  Placa d'Es-
Qanya,  with  double glazing, desks in the 
fooms,  pool  and  health  club,  tel.  (34) 3 
426 2600, fax: (34) 3  426 0400. 
Ritz,  five  stars, a grand  hotel  now  re-
~tored to  its  old  glory  with  notable  ser-
Vice  and  cuisine,  tel.  (34) 3 3J.8  5200, 
~fax: "'(34) 3 318 b148. 
much time. full-range of Galician wines, 
tel. (34) 3 2i8 4730. 
El  Cangrejo  loco  (The  Crazy  Crab),  a 
new  seafood  restaurant  on the  Olympic 
port which offers fast or gourmet dining. 
For the former, there's a  cafe-style room 
with  bar  and  terrace.  The  main  restau-
rant  is  on  two  floors.  Fashionable  and 
good, tel. {34) 3 2211748. 
El Dorado Petit, a  superb restaurant on 
the  hillside, generally considered <>ne  of 
the finest  in  Spain.  Traditional  and  nou-
velle cuisine. Try the Palafrugell, a  paella 
with  squid's;jnk.  tetrace dining in  sum-
mer, tel. (34) 3  204 5506. 
V'ta Veneto,  an excellent mix of Catalan, 
French,  and  international  cuisine.  The 
clientele is rtch too-politicians, senior o~ 
cials, businessmen,  tel. (34) 3  200 7244. 
To Do 
(Check  with  your  concierge  for  fluctuat-
ing opening times) 
Bant Gotic,  or  Gothic  Quarter,  has 
palaces  and  buildings  dating  from  the 
Middle Ages, the Cathedral,  and  Roman 
ruins.  Plus  a fascinating  maze  of 
streets.  The  Catalan  government  and 
City Hall are situated here. 
Museo  Picasso,  15  Calle  Montcada, 
has a"'nique collection of tlie master's 
early and little-known works. The tity has 
posthumously  adopted  Picasso,  al-
though he was born in Malaga. 
Fundacion  Joan  Miro,  Parque  de  Mon-
tjuic.  Miro  was  a Catalan  and  his  ab-
stract work is on display in a  gallery de-
~~ed  by atchitect Jose luis Sert. 
Thyssen·Bomemisza  Collection,  Pe-
dralbes Monastery, 9  Balxada del Mane-
stir.  The  famous collection,  bequeathed 
to  Spain  by  the  Dutch-born  bjllionaire 
baron, has been split into two with works 
by  Canaletto,  Velazquez,  ancJf Ru9ens 
g,oing to the 14th  cer:~tury monastery. 
Spanish  ViHage  (Poble  Espanyol),  srtu-
ated  in  the  Monljuic  park  next  to  the 
Olympic stadium, contains reproducttons 
of different regional irchrtectural styles. 
Many  restaurants  and  the  notable  fla-
menco  club,  Et  Tablao  de  Carmen,  9 
. Arcos, tek {34) 325 ~95. 
As  for  Markets,  the  most 
the  Mercado de  Ia  Bougeria  on  ffi. 
bias which has been "Serving fisa, meats, 
fruits,  and  vegetables  since  the  early 
13th  century.  This  is  a bustling  and 
highly colorful temple of food. 
,ffi; 
5agrada Familia, the  Expiatory Church 
of  the  Holy  Family,  is  the  unfinished 
masterpiece  of  Catalan  architect  Anto-
nio G'audi i Comet, precursors of ex!ffes-
sionism.  His  plan  has  three  fac,ades 
with  four towers  each  and a great " fifttL 
towe~. Work  has  continued in  fits  and 
starts  since  hiS''  death  iri  1926.  Many 
.othe" examples  of  Gaud~~ work  ar~ in 
the  City  center  in  addition  to the  Park 
Gt'lel!larfn as ate:'  ···'*'· 
Costa Btava, jwst north af Barcelona, is 
the  coastal  strip  ~oown as  the  "Wild 
Coast."  Much  has  been  ruined  by mass 
tourism  since  the  1960s,  but  beauty 
spots  remain,  particularly  inland. ;m 
Barcelona's  efficient  tourist  office  will 
jffi 
plan an "off the beaten  tracks~ route, B
ack in the bewildering 
and credulous days of 
December 1991, 
Ukrainians awaited 
some supernatural 
transport (with help from the 
West) to the paradise of a 
Western standard of living. 
But by winter of 1993, their 
reality seemed more like a 
phantasmagoric Gogolian 
transformation to, at best, 
purgatory. Hyperinflation 
climbed to 8,940 percent. Pro-
duction plummeted to half of 
the 1990 level. Some 90 per-
cent of Ukraine's 52 million 
citizens were living on the 
poverty line. 
By the winter of 1994, new 
President Leonid Kuchma is 
bent on reversing the disas-
trous drift of the first three 
years of Ukraine's first exper-
iment in independence in 
three centuries. He promises 
action at last-but his efforts 
to convince Parliament that 
the only thing worse than 
economic reform is no reform 
at all are meeting stiff resis-
tance. In the legislature there 
is a certain grudge against 
the West for not giving 
Ukraine more financial aid, 
and there is a strong suspi-
cion of capitalism. 
Through all the drama, 
however, Kiev remains its 
placid self. The disputes (and 
occasional fisticuffs, when 
some parliamentarians try to 
speak Russian instead of 
Ukrainian) take place in the 
Supreme Rada on the hill 
overlooking the Dnipr River. 
Below, the capital stays are-
laxed city, renowned for its 
wide avenues and chestnut 
trees. 
Geographically and politi-
Letter from  Kiev 
No matter the spelling, Coca-cola attracts a crowd in Kiev. 
cally at the center of the 
country, Kiev shares some of 
the sense of a distinct 
Ukrainian identity with the 
nationalist West around Lviv. 
Yet it is also a metropolitan 
magnet for the whole land, at-
tracting the 11 million ethnic 
Russians and the Russian-
speaking Ukrainians in the 
east and south of the country. 
On the streets of Kiev, Rus-
sian can be heard as often as 
Ukrainian, and no one takes 
offense. 
Since the collapse of com-
munism and the Soviet 
Union, quite a few things 
have changed, of course. 
Monks are again living in the 
catacombs. Red, white, and 
blue baseball.caps embla-
zoned with "USA" are in fash-
ion, as are knock-off Adidas 
track suits made in Turkey. 
Public telephones, which 
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used to cost a few kopecks, 
are now free, since it's not 
worth the expense to keep 
the old coins in circulation. 
(Down river, the city of 
Dnipropetrovsk goes Kiev 
one better in making the 
same administrative calcula-
tion and providing totally free 
bus and tram transportation.) 
Also new along the main 
street of Kreshchatik are the 
Mercedes of the few freshly 
minted millionaires, that is in 
terms of dollars, and not just 
those who have a million kar-
bovanets, or $25. The glit-
terati frequent the few pizze-
rias, boutiques, and furniture 
stores accepting dollars, pay-
ing higher prices than they 
would in Berlin. Some gener-
als, too, from the more old-
fashioned elite will soon be 
living in unaccustomed West-
ern opulence, in the model 
apartments built by German, 
Finnish, and Turkish contrac-
tors and funded by Bonn as 
part of the inducement to the 
old Soviet Army to leave Ger-
man soil by this year. 
At the other end of the so-
cial scale, beggars here are 
less aggressive (and look far 
more needy) than those in 
Washington or New York. 
Alongside the changes, 
many things remain the same 
in Kiev. Subway trains still 
run efficiently and cheaply, 
two or three minutes apart. 
Peasant women still sell their 
produce at the subway's end 
stations and in the teaming 
farmers' markets downtown 
(though in a definite innova-
tion, other women now sell 
plastic shopping bags as well 
for carrying purchases). St. 
Sophia, the wellspring of Rus-
November1994  35 sian Orthodoxy, is still per-
petually under repair; the 
splendid frescoes of Balaam 
and his ass, and of Mary and 
Elizabeth greeting each 
other, cannot be seen without 
special connections. By con-
trast to some of the other cap-
itals in the Soviet-bloc succes-
sor states, Kiev still has a 
languid, provincial air. It is 
less frenetic than Moscow, 
less energetic than Warsaw, 
less intimate-with its impos-
ing Italiante buildings-than 
the Baroque center of 
Prague. It is a city meant for 
pedestrians. Private autos are 
still sufficiently rare that pru-
dent drivers avoid theft by re-
moving windshield wipers 
and battery connectors when 
they park. There is a dearth 
of taxis, but this is offset by 
all the Zhiguli owners who 
will stop at a hand signal and 
take passengers almost any-
where in the city for the 
equivalent of a dollar. 
Even rarer than private 
cars are the private shops 
that so enliven Warsaw and 
Prague. They exist in limited 
numbers for restricted pur-
poses, but in all of Kiev there 
is not, for example, a single 
private bakery. The only ges-
ture in this direction comes 
from women who produce a 
dozen baguettes or a few hun-
dred piroshki in their home 
ovens every morning, then 
wander Kreschatik or Khmel-
nitsky (formerly Lenin) 
Street until they sell out. 
Various mafias exact pro-
tection money from shops, 
kiosks, and the regular ven-
dors who unpack their wares 
on curbsides from banana car-
tons. Yet contract murders 
are far less common than in 
Moscow (perhaps because 
booty is more modest here)-
and in local usage the name of 
the most famous gang of all, 
the "Odessa Mafia," has come 
to refer exclusively to the emi-
gres in Brighton Beach. Big-
time drug dealers are said to 
be moving in, but their pres-
ence has not yet been mani-
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fested in the random violence 
of New York or parts of the 
Caucasus. 
Despite all the turmoil, 
Kiev is still a livable city, with 
some of the charms of the vil-
lages so many of its residents 
come from. It is not yet over-
run with traffic. It is green, 
with many large and small 
parks, and benches to sit on. 
It's a place where a night out 
for many consists of strolling 
the streets, listening to the 
folk and rock huskers-and 
watching the other strollers. 
Elizabeth Pond, the author of 
Beyond the Wall: Germany's 
Road to Unification, lives in 
Bonn. 
Y OUNG  BERLINERS 
VIEW  EAC H  OTHER 
''T he self-confidence of 
East Berlin youths 
has grown consider-
ably-but, alas, so has the 
wall in the heads of both East 
and West Berlin pupils," de-
plores Professor Hans 
Mer  kens, of the Free Univer-
sity of Berlin. His institute for 
Comparable Education Sci-
ence, together with the Cen-
ter of European Education 
Research, has just published 
a study based on findings be-
tween 1990 and 1993 among 
pupils of the 7th, 8th, 9th, and 
lOth grades in the eastern 
and western part of the city. 
Immediately after the fall 
of the wall young East Berlin-
ers were critical of themselves 
and full of admiration for their 
counterparts in West Berlin. 
But only one year later the 
Easterners found out that the 
W  estemers, too, put their 
pants on one leg at a time and 
have gone from an inferiority 
complex to a superiority com-
plex. They now describe 
themselves as "creative," and 
"imaginative" and see the 
West Berliners as "overbear-
ing" and "inconsiderate." West 
Berlin pupils, who judged 
their Eastern counterparts 
skeptically from the very be-
ginning, still view Eastern 
pupils as petty and aggressive. 
The study concludes that the 
young people's judgments 
mirror the prejudices of the 
entire population. 
''The 'wall in the heads' 
continues to grow," says 
Folker Schmidt, co-author of 
the study, "because the 
pupils have hardly any per-
sonal contacts. East Berlin 
pupils have no friends in 
.  .. 
"The self-confidence 
of East Berlin youths 
has grown 
considerably-but, 
alas, so has the wall 
in the heads of both 
East and West Berlin 
pupils." 
... 
West Berlin and vice versa. 
Occasionally they go to 
West Berlin on a shopping 
spree in department stores 
and West Berlin pupils go to 
East Berlin to a concert or a 
museum but not very often. 
Their prejudices stem from 
the media, and they have no 
opportunity to get to know 
each other and to correct 
their preconceptions." It is 
not the object of the study to 
recommend remedies, but 
Schmidt says that personal 
contacts should be orga-
nized and school authorities 
must do something about 
this "deplorable and alarm-
ing situation." 
The study has also re-
vealed some encouraging 
trends. Young people in East 
and West Berlin are less vio-
lent than frequently reported 
in the media. Between 70 per-
cent and 80 percent in East 
and West reject violence in 
conflict situations. 
West Berlin youths are 
more tolerant toward foreign-
ers than East Berliners. East 
Berliners have had hardly 
any personal experience with 
foreigners. 'The young peo-
ple are more reasonable than 
generally assumed," empha-
sizes Merkens. 
Another positive trend is 
that the prestige of family as 
an institution has increased 
and the majority of pupils in 
both parts of the city has a 
positive opinion of their 
schools. 
On one point the young 
people in East and West do 
not differ. Their devastating 
pronouncement is that "Berlin 
is not a beautiful city. It is dirty 
and a desert of concrete." As 
many as 50 percent of those 
surveyed would like to tum 
their backs on the city and try 
their luck in Canada, the USA, 
or Australia. 
-Wanda Menke-Gliickert 
DUTCH SOAP OPERA 
E
arlier this year, Unilever, 
the Anglo-Dutch deter-
gents, cosmetics, and food 
processing conglomerate, an-
nounced a revolutionary im-
provement in Omo, its popu-
lar brand of detergent. 
According to Unilever, the 
new Omo Power was able to 
clean clothes better, while 
using cost-saving lower tem-
peratures and less washing 
powder. Also, Unilever re-
quired less energy to produce 
Omo Power, making it envi-
ronmentally friendly as well. 
The new product was based 
on a breakthrough in deter-
gent technology, using a 
manganese combination engi-
neered by the Unilever labo-
ratories outside Rotterdam in 
Vlaardingen. A few weeks after 
Unilever's announcement, 
Procter and Gamble, the 
American makers of Omo's 
main rival, Ariel, counterat-
tacked. In advertisements 
and press releases, Procter 
and Gamble contended that 
Omo Power ruined textiles 
after a number of washings in 
hot temperatures. Offered as 
proof, pictures of rags 
"washed in Omo Power" and 
statements from several re-
search laboratories were 
made available to the press. 
Unilever, needless to say, 
was highly embarrassed and, 
while initially rejecting Proc-
ter and Gamble's accusations 
as the grumblings of a jealous 
competitor, began to revise 
its claims about the new prod-
uct. Perhaps it was not suffi-
ciently tested. And, indeed, at 
high temperatures, Omo 
Power could cause some 
harm to textiles, but then it 
was never meant to be used 
at high temperatures. At the 
outset, however, Unilever 
had presented Omo Power as 
a detergent for all types of 
washing. 
As the controversy contin-
ued, Unilever decided to 
make a strategic retreat. The 
company temporarily pulled 
Omo Power from store 
shelves. It offered consumers 
compensation for possible 
damage to clothes. A lawsuit 
for libel against Procter and 
Gamble was dropped before it 
came to court. But the com-
pany did not abandon the new 
product. The formula was ad-
justed, and the advertising 
strategy was changed to 
stress that Omo Power gave 
its best results at low tempera-
tures (  40 degrees Celsius). 
U  nil ever circulated new test 
results that showed no dam-
age to textiles, even after re-
peated use. With reassuring. 
advertisements and discounts, 
Unilever coaxed consumers to 
try the new product. 
Behind the scenes at 
Unilever, the marketing and 
the research departments 
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battled over who was to 
blame for the disaster. While 
research, though proud of its 
breakthrough, had stressed 
restraint in the presentation 
of the new detergent and par-
ticularly had insisted on em-
phasizing its use at low tem-
peratures, the marketing 
department had ignored 
these warnings and had gone 
ahead promoting Omo Power 
as a soap for all types of 
washing, just like the familiar 
"old" Omo. 
The soap war had calmed 
by the end of the summer 
only to be restarted when the 
Dutch Consumers Associa-
tion delivered another blow 
to Unilever. In a report to 
consumers, the association 
rejected the company's 
claims about Omo Power. 
Although careful to deny 
any link to the Omo Power 
dilemma, U  nilever recently 
announced cutbacks at the 
Research Laboratory in 
Vlaardingen. 
-Roel  Janssen 
DUBLIN 
MILITARY  REVIEW 
A
leaked report recom-
mending drastic cuts 
in the Permanent De-
fence Forces (PDF), clo-
sure of barracks, and 
more support jobs to be 
given to civilians sent 
shock waves throughout 
Ireland's small army, 
navy, and air force which 
total a mere 12,500 men 
and women. 
Although small in 
number, "the army" as 
the entire force is univer-
sally known, is warmly re-
garded and plays an im-
portant role in the life of 
many urban centers. So 
great was the dismay 
caused by the report 
drawn up by the Price 
Waterhouse consultants 
that the chief of staff, 
Lieutenant-General James 
Bergin, felt obliged to circu-
late a memorandum to all 
ranks condemning the rec-
ommendations as "impracti-
cal, unworkable, and poten-
tially inhibiting the 
maintenance of the opera-
tional capacity and future de-
velopment of the forces." He 
instructed his senior officers 
to "take all the necessary 
measures to diminish and 
limit the damage which the 
leak has inflicted on the 
morale of the troops." 
Alarmed by the wave of 
adverse reaction, both inside 
and outside the PDF, Minis-
ter for Defense David An-
drews, immediately pointed 
out that the leaked report was 
only one element in the re-
view of the role of the PDF 
being carried out by the gov-
ernment's Efficiency Audit 
Group. Other ministers em-
phasized that any future 
changes would only be "at a 
rate which the military orga-
nization can digest." 
It  is recognized even 
within the PDF itself that a 
radical overhaul of outdated 
structures is necessary. The 
country is divided up into 
four commands, the equiva-
lent of brigades, and spread 
thinly over 33 barracks. A 
year ago, the government 
took the first step by formally 
revising the defense policy 
and laid down that the "pri-
mary role" of the PDF was to 
protect the state against "ex-
ternal aggression" or the 
threat of invasion. Instead, in 
the Price Waterhouse report, 
the emphasis was put on the 
role of maintaining internal 
security against any threat by 
subversive groups such as 
the IRA or loyalist paramili-
tary groups in Northern Ire-
land. The other roles of the 
defense forces such as serv-
ing in the United Nations 
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November1994  37 peacekeeping missions and 
patrolling the 200-mile fishing 
limits were to be maintained 
and even stepped up. 
The brief given to the con-
sultants was to recommend 
how best the PDF should be 
adapted to these tasks. How-
ever, no guidance seems to 
have been given to the con-
sultants about how the gov-
ernment envisages the future 
role of the defense forces in 
any EU common defense pol-
icy which may evolve follow-
ing the Maastricht Treaty and 
its references to the Western 
European Union. 
The Price Waterhouse re-
port recommends cutting total 
strength by 2,500; the closure 
of 16 barracks; cutting the 
four brigades to two; replacing 
jet fighter-bombers with more 
helicopters; establishing a na-
tional training center; cutting 
back on army bands; and clos-
ing the catering school. There 
would also be a trimming of 
what is seen as a to~  heavy se-
nior officer corps and efforts 
made to correct the "aging" of 
the other ranks. 
The government will move 
cautiously on this report. But 
the new situation where the 
IRA has renounced its cam-
paign of violence makes a re-
view of the PDF's role even 
more necessary. 
-joe Carroll 
ILLEGAL  IMMIGRANTS 
ror  between $600 and 
r  $1,000, smugglers say 
they will take illegal immi-
grants to America. However, 
after paying the money up 
front, would-be immigrants 
are finding themselves aban-
doned on isolated beaches of 
the small semi-deserted is-
lands off the coast of Sicily. 
This fraud is the work of or-
ganized criminal groups, and 
the victims are mainly from 
Northern Africa and, re-
cently, Albania. 
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Worried police officials in 
Rome have discovered that 
Italy, especially southern 
Italy, is becoming a main 
entry point into Europe for il-
legal aliens. The number of 
clandestine landings is in-
creasing. On a few islands 
such as Pantelleria, l.ampe-
dusa, and Marettimo, Coast 
Guard and Carabinieri craft 
have recently counted up to 
one illegal landing a day. 
This situation is still a far 
cry from the mass exodus of 
Cuban exiles toward the 
Florida coast, which was re-
ported on Italian television. 
But, on a reduced scale, the 
scene is the same. Convinced 
by the smugglers they are en-
route to a better life, the im-
migrants are crowded onto 
rickety, makeshift rafts. They 
are told that their voyage, for 
which they paid an exorbitant 
price, will take them to a safe 
city on the mainland and 
from there perhaps they can 
get to America. Every night 
80 to 100 people, mostly men 
but also women and children, 
are abandoned on isolated 
beaches. Their dream ends 
usually the next morning 
when the police pick them 
up. 
Although it is still some-
what limited in scope, Italian 
authorities are not underesti-
mating the situation. Investi-
gators say that one of the 
main gathering points for the 
clandestine immigrants is 
Tunis, where people arrive 
even from Morocco. 
The attitude of the inhabi-
tants of the islands where 
the immigrants land con-
firms the deterioration of the 
situation. At first, the locals 
didn't hesitate to offer food 
and drink. Now, they are less 
charitable and are growing 
increasingly alarmed at the 
nightly invasions. 
-Niccolo d'Aquino 
VIVE  LA  LIBERATION 
N
ovember is the month of 
wartime remembrances, 
with dee~red  poppies as a re-
minder of all those who 
fought and died on the battle-
field. But this year, half a cen-
tury after World War II, the 
commemorations began long 
before Armistice Day and did 
not just concentrate on the 
casualties but also paid trib-
ute to those who survived. 
In France, the festivities 
which began in June with the 
ceremonies marking the 50th 
anniversary of the Normandy 
landings, culminated on Au-
gust 25, the day on which 
Paris was liberated. To evoke 
the atmosphere of that mo-
mentous day, the entire city 
turned back the clock. "Lili 
Marleen" and other favorite 
war tunes echoed through 
the Metro; newspaper kiosks 
featured blow-ups of photos 
like Robert Doisneau's fa-
mous shot of a soldier em-
bracing his girl, 'The Kiss"; 
giant black-and-white posters 
showing 45 different scenes 
from the Liberation domi-
nated the streets; and every-
where, in all sizes, the French 
flag was flying. 
The day began solemnly 
with a wreath-laying ceremony 
at the Invalides, where the Lib-
eration's great military hero, 
Marshal Leclerc, commander 
of the Second Armored Divi-
sion, which freed Paris, lies 
buried near Napoleon. The 
memorial mass which fol-
lowed at Notre Dame was tele-vised on a giant screen for the 
crowd outside and was at-
tended by a whole clutch of 
ministers, headed by Prime 
Minister Edouard Balladur 
and Paris Mayor Jacques 
Chirac. Behind them were row 
upon row of war veterans in 
full uniform, their eyes as 
bright as their medals, many 
with canes, but all standing 
proudly to attention. 
They remember August 
25, 1944. At the end of the 
service, when the great bell 
of Notre Dame started to toll, 
they remember how it rang 
out 50 years ago and how all 
the other church bells of 
Paris joined in. They remem-
ber, too, the leader of the 
German occupying forces, 
General von Choltitz, who re-
fused to obey Hitler's orders 
to burn Paris to the ground, 
and his words when he heard 
the bells ringing: "I've just 
heard my death knell." 
From Notre Dame, the 
celebrations moved on to 
other Liberation landmarks, 
with motorcades of ministers 
being rushed from one to the 
other through streets closed 
to traffic. At the Eiffel Tower, 
the Paris fire brigade reen-
acted the moment 50 years 
ago when firemen climbed 
the 1,767 steps to plant a 
French flag stitched together 
out of dyed sheets high above 
the liberated city. After a 
handshaking ceremony for 
the remaining members of 
the Second Armored Divi-
sion, some final decorations 
were pinned on four surviv-
ing heroes by President 
Fran<;ois Mitterrand, a last 
display of military pomp in 
front of City Hall, with a salvo 
of official speeches and a fire-
works finale-it was finally 
party time. 
Crowds lined the streets 
to cheer a parade which paid 
tribute to the three groups 
that helped to liberate Paris: 
the French Resistance, the 
Army, and the people. Some 
of the spectators were there 
in 1944 when the tanks were 
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submerged by the grateful 
crowd and the soldiers were 
mobbed like matinee idols, 
kissed by dozens of laughing 
girls. They remember how all 
the lights came on in Paris 
that evening for the first time 
in five years, how the bistros 
served free drinks and every-
one danced in the streets. 
Fifty years later the drinks 
were not free, but the danc-
ing, first to Glen Miller tunes, 
then to more recent hits, 
went on until dawn. 
The 50th anniversary of 
the Liberation of Paris came 
at a time when France needs 
to feel good about itself. It 
has been a tough year, eco-
nomically and morally. This 
spring, when Paul Touvier be-
came the first Frenchman to 
ever be convicted of crimes 
against humanity, it raised 
some painful, unanswered 
questions about the extent of 
French collaboration with the 
Germans. 
The Liberation celebra-
tions pushed those doubts 
into the background and fo-
cused instead on the many 
acts of heroism, big and 
small, that helped a city hold 
out against its enemy. Two 
days after his triumphant re-
turn to Paris, General de 
Gaulle said: 'There are some 
moments which are greater 
than each of our little lives." 
The Liberation of Paris was 
one of those moments. 
-Ester  Laushway 
COPENHAGEN 
JOKER IN THE 
FOLKETING 
D
anish voters usually take 
politics seriously, but in 
the September elections this 
year they made an exception. 
The voters of Aarhus, Den-
mark's second largest city, 
elected one of the country's 
most popular musicians and 
entertainers to the Folketing. 
Jacob Haugaard, running 
as an independent, was elected 
to the Danish Parliament with 
more than 23,000 votes. He 
promised his voters better 
weather, bigger Christmas 
presents, and a tail wind when 
biking. And this is just a sam-
ple of his self-confessed cam-
paign to make fun of politics. 
Funny or not, Haugaard's 
victory captured the head-
lines after one of the dullest 
election campaigns in history. 
And Queen Margrethe of 
Denmark, who as head of 
state formally appointed the 
new prime minister, had to 
receive Jacob Haugaard and 
ask for his advice, just like 
she has to invite all the regu-
lar party leaders. Haugaard 
reserved his right to remain 
neutral, in what was certainly 
not one of the queen's most 
substantial political meetings, 
but definitely the weirdest so 
far in Danish politics. 
Living in a rebuilt water 
tower south of Aarhus, Jacob 
Haugaard built a nationwide 
audience on what most 
Danes would call distinctly 
regional humor. He supple-
ments his career making 
commercials for one of Den-
mark's best known orange 
soft drinks, Tuborg Squash. 
Politicians of all parties have 
reacted strongly to his elec-
tion calling it a disaster for 
democracy. Political scien-
tists see it as protest vote, not 
unlike when the Italian 
pornography star Ilona Staller 
was elected to the Italian Par-
liament some years ago. 
No one expects Jacob Hau-
gaard to provide anything but 
entertainment in the new 
Folketing. Though losing 
votes, Prime Minister Poul 
Nyrup Rasmussen was able to 
form a new government with-
out having to change policies. 
His main challenger, Liberal 
leader Uffe Ellemann-Jensen, 
won a major election victory, 
increasing his party vote by 
50 percent, but he was unable 
to convince the small non-
socialist parties that they 
should drop their allegiance 
to the prime minister. 
Jacob Haugaard was not 
the only election surprise. 
The left-wing Unity List won 
six of the 179 seats in Parlia-
ment on the single-issue plat-
form that Denmark shall not 
participate in any progress to-
ward European Union. Now 
the anti-Union forces are rep-
resented in both the Euro-
pean Parliament and the Dan-
ish Parliament. This situation 
may make it more difficult for 
the pro-Europeans to win the 
next referendum, expected 
after the Intergovernmental 
Whether beginning or advanced. our 2-12 week 
language immersion programs will give you the 
opportunity to explore Spain as a local. 
Adult students from around 
the world study 30 h/w in 
our centrally located 
schools. 
Optional excursions and 
electives in history. art. or 
business language. 
November1994  39 Conference has reviewed the 
Maastricht Treaty in 1996. 
Ominously, a recent poll 
showed that 49.5 percent of 
all Danes reject the idea that 
Denmark should join Ger-
many, France, the Nether-
lands, Belgium, and Luxem-
bourg on a fast track toward 
closer economic and mone-
tary cooperation. Only a third 
of the Danes were favorable 
to the idea, though the 
strength of the Danish econ-
omy would make Denmark 
an obvious candidate for the 
fast track. Winning the next 
Danish referendum is an up-
hill battle. 
-Lei!  Beck Faltesen 
A  HOUSE ONCE  DIVIDED 
T
he residence at 187 Brus-
selsesteenweg is an at-
tractive but unobtrusive fam-
ily house in a quiet lane on 
the edge of the Foret de 
Soignes, just outside Brus-
sels. It  is now the official resi-
dence of Sir John Weston, the 
British ambassador to NATO, 
and until a plaque was un-
veiled in September, nothing 
indicated the heroic role 
which the place once played 
in the Belgian resistance 
movement. 
It  was then the home of 
Count Robert de Changy, and 
his wife Mary, an active mem-
ber of the Resistance. It was 
commandeered to house the 
local German military com-
mander, yet in a scenario 
worthy of the BBC television 
series Alto, Alto, the house 
also sheltered a series of al-
lied airmen and resistance 
workers trying to escape 
back to Britain. 
While the German com-
mander ate and slept on the 
ground floor of the house, a 
steady flow of escapees, 
mostly British and Belgian, 
were hidden in a secret room 
behind a false wall on the sec-
ond floor. Also living in the 
house were the two children, 
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Johnny and Jeannine, both of 
whom were present at the un-
veiling ceremony, which was 
organized by Sir John. 
As their parents died 
many years ago, they are now 
the main witnesses to these 
events. Count Johnny de 
Changy, has little direct rec-
ollection. In 1941 he escaped 
to Britain and flew as a pilot 
for the RAF and later the Bel-
gian Air Force. 
••• 
It took several months 
to collect petrol and 
spare parts and to repair 
the plane In clandestine 
midnight visits, and 
after two abortive 
attempts the two men 
pushed the plane out on 
to a  field and took off, 
barely clearing the trees 
at the end of the 
runway, and arrived In 
England on July 4, 
1941. 
His younger sister, Jean-
nine de Changy Kissingen, 
remained in the house until 
the end of the war. She says 
that, though she knew what 
was going on, her mother 
kept her in the dark about the 
details for her own protec-
tion. She is not sure how 
many fugitives were hidden, 
perhaps around 15, and she 
never knew the real names of 
the men who were being 
sheltered. One exception was 
another Belgian aristocrat, 
Count Philippe de Liedek-
erke, who had been 
parachuted in by the British 
to help the resistance. 
Jeannine, who was 23 at 
the time of the liberation in 
1944, is modest about her 
own role but admits to having 
accepted the surrender of a 
frightened German soldier 
with a machine gun. He was, 
she said, afraid of being shot 
by the Belgians and wanted 
to be handed over to the 
British soldiers. 
Across the road from the 
de Changy residence is the 
estate of Baron D'Huart, 
which was also requisitioned 
by a German military unit. 
Apparently unknown to them, 
an old, light sporting aircraft 
was locked up and collecting 
dust in a bam a short dis-
tance away from the main 
chateau. Two pre-war Belgian 
Air Force pilots, Michel Don-
net and Leon Divoy, desper-
ate to escape to Britain, 
learned about its existence 
and laid careful plans to fly it 
out under the noses of the 
German troops. 
It  took several months to 
collect petrol and spare parts 
and to repair the plane in 
clandestine midnight visits, 
and after two abortive at-
tempts the two men pushed 
the plane out on to a field and 
took off, barely clearing the 
trees at the end of the run-
way, and arrived in England 
on July 4, 1941. Both became 
Spitfire pilots in the RAF, and 
Baron "Mike" Donnet, who 
later became a Lieutenant-
General and a Belgian mili-
tary commander in NATO, re-
counted his adventures in a 
book entitled Flight to Free-
dom, published some years 
ago in Britain. 
Donnet was also at the cer-
emony, where the plaque was 
unvelled by a Belgian Resis-
tance worker, Gilberte Bruns-
down-Lenaerts, the widow of 
a British officer parachuted 
into Belgium. It  is a proud 
story, but perhaps hardly typi-
cal of the Belgian Resistance 
movement in that nearly all 
the participants seem to have 
had an aristocratic back-
ground. Most resisters were 
of more humble origin. 
-Dick Leonard 
ROYAL  GOLDMINE 
T
he royal family may have 
their personal problems, 
but they are still the largest 
tourist attraction in the 
United Kingdom. Millions of 
people flock to see their 
working palaces, such as 
Buckingham Palace, and for-
mer royal homes like Hamp-
ton Court. 
For a long time the royal 
family was considered a 
charming irrelevance: good 
for tourism and cheap at the 
price. This is no longer so. 
Thanks in large part to the 
marital troubles of the royal 
children and anger over the 
queen's tax-free status, an en-
ergetic debate persists re-
garding what the monarchy 
means for the United King-
dom today and its role at the 
political and social apex of 
the nation in the late 20th 
century. 
But, whatever the out-
come of the debate, it is clear 
that royalty and pageant are 
central to the UK's image as a 
tourist destination. As well as 
being part of the nation's her-
itage, royalty is a major pro-
vider of the attractions that 
bring in the tourist dollar. 
Tourism is the UK's 
biggest industry and still 
growing. Almost 20 million 
tourists visited last year, and 
they spent a record-breaking 
$15 billion. Nearly 20 percent 
of the tourists come from 
North America, and they are 
the biggest of the big 
spenders, leaving $2.6 billion 
here. 
The most common ques-
tions from callers at the offi-
cial tourist office in central 
London's Regent Street are about the royal attractions 
such as the changing of the 
guard at Buckingham, how to 
get in to see the palace, and 
also about visiting the Tower 
of London. The best-selling 
book at the tourist office is 
The Queen and Her Family. 
There is an enduring ap-
peal of those images of cas-
tles, pageants, and troops in 
ceremonial dress. These em-
blems of the most famous liv-
ing monarchy are the largest 
single attraction, far outstrip-
ping the phenomenal popular-
ity of Madame Tussaud's 
waxworks. 
The royal palaces were 
built as a public expression of 
the monarchy, to make state-
ments about the power and 
the grandeur of the monarchs. 
The Tower of London with 
its rather grisly history is at 
the top of the royal palaces 
bill with 2.35 million visitors 
last year. Of course, there-
cently re-housed crown jewels 
are the center of attraction. 
At Buckingham Palace vis-
itors can walk through 20 
state rooms but are not al-
lowed into the private quar-
ters or offices of the queen, 
Prince Philip, or other royals 
in residence. The building 
houses a wonderful collection 
of masterpieces in an exalted 
residential setting. 
It  is also a shrine to ances-
tor worship. The walls are 
covered with portraits of past 
royals and at times resembles 
a monumental family picture 
album. 
At the end of the tour, you 
have the opportunity to buy 
suitable souvenirs, most pop-
ular purchases being choco-
lates, royal mugs, and china 
pillboxes. 
The royal palaces fall into 
two categories, those which 
are working palaces, such as 
Buckingham Palace, Windsor 
Castle, and the Palace of Hol-
lyroodhouse in Edinburgh 
which are occupied by the 
queen as head of state. 
Those owned but not oc-
cupied by the present 
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monarch include the Tower 
of London, Kensington 
Palace, and Hampton Court. 
These latter are essentially 
museums in which the visitor 
has the opportunity to step 
back into royal history. 
Here is a list of main 
attractions: 
Buckingham Palace, the 
world's most famous royal 
residence. It was opened to 
visitors for the first time last 
year and during the eight 
weeks it was open in August 
and September attracted 
400,000 visitors. 
The Tower of London, 
scene of some of the bloodi-
est events in England's his-
tory and home of the crown 
jewels, attracting over 2 mil-
lion people annually. 
Windsor Castle's state 
apartments on the outskirts 
of London which was badly 
damaged by fire a couple of 
years ago. Also the subject of 
a witty comment by a visitor 
disturbed by the noise of 
overflying aircraft, ''Why did 
they build the castle so close 
to Heathrow Airport?" 
Hampton Court Palace, 
the Tudor home of many 
monarchs including Henry 
VIII where the beautifully laid 
out gardens contain a won-
derful maze in which it is 
easy to get lost, attracts over 
half a million tourists a year. 
Hollyroodhouse Palace 
in Edinburgh is the Scottish 
working home of the mon-
arch, and no one visiting that 
delightful city should miss it. 
There were more than a quar-
ter of a million visitors last 
year. 
There are also many cas-
tles with royal connections: 
Leeds Castle, in Kent, 
the castle of six of England's 
medieval queens. 
The Royal Pavilion, in 
Brighton, is a dazzling orien-
tal style palace which is truly 
an architectural "one-off." 
Hever Castle, in Kent, 
childhood home of Anne Bo-
leyn, the most famous of the 
six wives of Henry VIII. 
Caematfon Castle in 
north Wales, the scene of the 
investiture of the Prince of 
Wales. 
-David Lennon 
YEAR-LONG CULTURE 
CELEBRATIONS 
A
private collection of im-
pressionist paintings, en-
compassing Cezanne and Bon-
nard and a major exhibition of 
Luxembourgeois furniture 
during the country's "golden 
age" lead a year-long series of 
events to celebrate the Grand 
Duchy's role in the evolution 
of European cultures. 
Luxembourg is the second 
to last city to participate in 
the European Union's "Capi-
tal" or "City" of Culture pro-
gram. Copenhagen will finish 
the program's first cycle in 
1996. 
"Dialogue" is the theme, 
stressing the city's relation-
ship with its country, Europe, 
and the world as well as be-
tween social groups and gen-
erations. The organizers hope 
that their program will leave a 
legacy that will endure long 
after the fireworks fade from 
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November1994  41 the closing festivities. 
Here's a rundown of the 
year's highlights: 
From Cezanne to Bon-
nard. A collection of impor-
tant works by Cezanne, Van 
Gogh, Matisse, Bonnard, and 
other Impressionist and Post-
Impressionist painters. From 
January to March. 
Joseph Kutter. Honoring 
the lOOth year of the birth of 
Luxembourg's most influen-
tial expressionist painter. 
January. 
Haskil-Kempff Music 
Festival. Major pianists from 
Luxembourg and elsewhere 
fill out a year-long program of 
concerts. Beatrice Rauchs 
and the Polish pianist Ewa 
Kupiec open the festival. Jan-
uary through December. 
Luxembourg Furniture 
in the Golden Age. February. 
Confrontations. 111 con-
NEWSMAKERS 
As reigning world chess 
champion, Gary Kasparov, has 
come up against many differ-
ent kinds of opponents, but 
never any with the lightning 
speed and deadly accuracy of 
the one he will face in Las 
Vegas next May. 
Kasparov will be pitting 
his formidable wits against an 
adversary who goes by the 
name of Deep Blue, who 
never gets tired or rattled, 
and who can process more 
than 70 million chess posi-
tions a second. Deep Blue is a 
computer which was devel-
oped from a 1986 PhD project 
by two American university 
students and which IBM is 
now perfecting at a cost of 
about $2 million a year. 
It  has already beaten the 
world's leading woman 
player, the Hungarian prodigy 
Judith Polgar, as well as the 
veteran Danish Grand Master 
Bent Larsen. Kasparov de-
feated it in 1989, but since 
then it has been fine-tuned to 
virtual infallibility. 
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temporary Belgian and Lux-
embourgeois artists. March. 
Sixth Annual Biennale 
of European Printing. 
More than 400 works from 90 
European artists, a major sur-
vey of printing trends. April. 
Small Time. A contempo-
rary opera written and com-
posed by Luxembourgeois 
Gast Waltzing. April. 
Plateau du Saint Esprit. 
A complex of tents for a sum-
mer-long series of concerts, 
plays, and performances. 
May to September. 
Major Works from the 
Collection of the Prince of 
liechtenstein. A large selec-
tion of major works by Jan 
Breughel the Elder, Lucas 
Cranach the Elder, Anthony 
Van Dyck, Peter Paul 
Rubens, and others. July. 
Celebration of Choreog-
rapher Merce Cunningham. 
As a dress rehearsal for its 
ultimate showdown with Kas-
parov, Deep Blue is traveling 
to Tel Aviv this month to take 
on the Israeli national chess 
squad, rated among the top 
five international teams. 
The one edge they will 
have against the computer is 
a uniquely human ability to 
plot strategy, to make moves 
that are not entirely based on 
the mathematical logic of the 
moment. As Kasparov said in 
a recent interview: "When I 
decide on a move, I rely a lot 
on my intuition, and that can't 
be calculated by a machine." 
••• 
In the beginning there 
were 17 in the running; now it 
is down to just two. Archi-
tects Jean Nouvel and Aymeric 
Zublena are the only candi-
dates left in the competition 
to design France's biggest 
sports stadium, where the 
next World Cup will be 
played in 1998. 
The two designs are as dif-
ferent as the two architects. 
Jean Nouvel, the provocative, 
high-profile star of the new 
In residence at Luxembourg, 
the American innovator will be 
involved in producing a series 
of dance performances of his 
works. July. 
Festivals of Magic and 
Illusion. Magic shows for all 
ages. August. 
Marcel Marceau. The 
great master of pantomime 
will be in residence for a se-
ries of performances. 
September. 
European Piano Com-
petition. November. 
Three Operas on The 
Myths of Melusine. Written 
by Luxembourgeois com-
posers. December. 
Commemoration of 100 
Years of the Invention of 
Movies. December. 
To learn more, contact 
Luxembourg'95;23,rue 
Aldringen; L-1118 Luxem-
bourg. 
generation, who gave Lyon 
an all-black opera house, has 
come up with a crowded, 
complex, square stadium. 
The older, less well-known 
Zublena has opted for a clas-
sically simple, luminous oval. 
Both stadiums could seat 
80,000 spectators, both are 
modular and multi-functional, 
with Nouvel incorporating 
boutiques, restaurants, ten-
nis, and basketball courts into 
his design, while Zublena 
plans to transform staircases 
into stages and shift bleach-
ers around to create 20 small 
amphitheaters. 
The final choice between 
the two proposals is now 
being made by a jury headed 
by French Prime Minister 
Edouard Balladur. One factor 
bound to influence their deci-
sion is the cost: Zublena's ele-
gant creation will cost $380 
million, Nouvel's streetwise 
design would be $90 million 
more expensive. 
••• 
A team of British archi-
tects headed by Sir Norman 
Foster has been given the 
Telephone: (352)  22 1995. 
Fax:  (352)  22 2000. 
-james D.  Spellman 
FAMILY VALUES 
REVISITED 
P
ortugal has modernized 
rapidly over the last 
decade,notleastthanksto 
massive financial support 
from the European Union in 
Brussels. In many ways, for 
those who last visited the 
country at a time when it had 
not yet turned to Europe, Por-
tugal today is barely recogniz-
able. However, in what is a 
Roman Catholic and deeply 
traditional country, the mod-
ernization of infrastructures, 
communication networks, and 
the like has not been accom-
daunting task of restoring the 
Reichstag, Germany's his-
toric Parliament building in 
Berlin. They have only the 
war and fire damaged shell of 
the 100 year old building and 
$380 million to work with, as 
well as a stipulation that the 
reconstructed Reichstag 
must be crowned by a dome. 
Foster's original plans 
were to shelter the Parlia-
ment and the area around it 
under a vast glass canopy. 
After building specifications 
were radically altered, the 25 
member team of architects 
decided to top the roof with a 
futuristic lighthouse  . 
But the building commit-
tee wanted the new Reichstag 
to reflect the glory of the old, 
which featured an imposing, 
four-cornered copper and 
glass dome. So Foster and 
partners went back to the 
drawing board and designed 
a delicate, beehive-shaped 
dome of steel placed over a 
glass cylinder-which hap-
pens to look remarkably like 
a lighthouse. 
••• panied by equally rapid 
changes in moral values. This 
gap has been confirmed by a 
government-sponsored study 
to mark the International 
Year of the Family. The sur-
vey reveals, for example, that 
for many Portuguese, a 
woman's place is still at 
home. 
It is particularly in answers 
to questions about who should 
be responsible for which tasks 
in a relationship that revealed 
the Portuguese have remained 
very traditional in their out-
look. The vast majority said 
women should do the ironing 
(93. 7 percent), do the wash-
ing (90 percent), clean the 
house (82.2 percent), make 
the beds (82.2 percent), or 
cook (78.8 percent). Only a 
minority describe administra-
tive tasks as the woman's job 
(10.3 percent). 
It has been five years 
since the Ayatollah Khomeini 
first pronounced afatwa-a 
death sentence-on British 
author Salmon Rushdie for his 
"blasphemous" novel, The Sa-
tanic Verses. Since then, 
Rushdie has lived in hiding, 
emerging only to plead in 
vain for the lifting of the 
fatwa or to accept accolades 
such as last year's Booker of 
Bookers Prize, which 
crowned him as the greatest 
British writer of the last 25 
years. 
His isolation has given 
him a lot of time to think, but 
it has not stimulated him to 
write any more magical, mys-
tical novels like the three he 
wrote before being con-
demned to death. Instead, he 
produced in 1991 Haroun and 
the Sea of  Stories, an allegori-
cal novella for children, and 
has now published a collec-
tion of short stories entitled 
East,  West. 
Critics have been both ap-
plauding the stories' clarity, 
charm, and concision but 
wondering if exile has hob-
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Men, by contrast, should 
mainly be responsible for re-
pairs (62.4 percent), adminis-
tration (54.2 percent), and 
polishing shoes (41.4 per-
cent), according to the study. 
Very few felt men should do 
the shopping (3.1 percent) or 
the cooking (0.9 percent). As 
for doing the family accounts, 
10.6 percent thought men 
should be in charge, and 11.8 
percent said it should be left 
to the female partner, while 
77.6 percent stated account-
ing should be shared by the 
couple. 
The study concludes that 
the happiest couples in Portu-
gal are those who show un-
derstanding, tolerance, and 
respect for each other, those 
who cooperate in educating 
their children, are faithful, 
and share a satisfying sex 
life. These couples are not 
bled Rushdie's prodigious 
imagination and limited his lit-
erary vision. Reassuringly, he 
has announced that he is on 
the point of finishing another 
grand scale novel which he 
describes as "an urban retake 
on motherhood as the defin-
ing myth of India." 
Meanwhile, the fatwa 
shows no signs of being 
lifted. But at least he is not 
alone. An Islamic leader in 
Kuwait recently placed a 
fatwa on Barbie, because the 
doll's curves are "too similar 
to those of an adult woman." 
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While the Anglo-French 
too concerned about age 
gaps and differences in 
wealth or education. But 
many still give importance to 
marriage, preferably in a 
church. However, the idea of 
living together and having 
children without being mar-
ried is gaining ground, espe-
cially among younger people. 
Fifty percent of those sur-
veyed had no objection, with 
reservations expressed main-
ly by older and less well-off 
citizens in rural areas of the 
mainland and the au-
tonomous island regions of 
Madeira and the Azores. 
What comes out clearly in 
the study is that the Por-
tuguese still hold the family 
as a basic entity in high re-
gard. Most of those asked 
said the family was a factor 
contributing to social balance 
and the development of soci-
billionaire Jimmy Goldsmith an-
nounced his retirement from 
the world of business in 1990, 
he little dreamed that four 
years later he would be em-
barking on a new career as a 
freshly elected Member of 
the European Parliament in 
Strasbourg. 
Goldsmith planned to 
enjoy the enormous wealth 
he had amassed by doing ev-
erything he had never had 
time for before. He had a 
great mansion built in the 
jungles of Mexico, with its vil-
lage nearby to house his staff 
of 320. He gave no interviews, 
but entertained many influen-
tial guests and concentrated 
on building his personal char-
ity fund, the Goldsmith Foun-
dation. He gave away around 
$4 million a year for projects 
such as the protection of 
Mexico's remaining tropical 
forests, the fight against 
worldwide intensive farming, 
and the struggle against nu-
clear power. 
And so he might have con-
tinued quite peacefully had it 
not been for his book explain-
ety, and few could imagine 
replacing the family with a 
circle of friends. 
-Peter Miles 
SEEKING SOVIET 
MARKETS 
T
he Greeks are rediscover-
ing Odessa, the Black Sea 
port founded 200 years ago 
by Catherine the Great, 
where Greek shipowners and 
merchants flourished in the 
early 19th century. 
Ukraine is one of several 
markets in the former Soviet 
Union-others are Uzbeki-
stan and Kazakhstan-where 
Greek traders can use their 
heritage as a calling card. 
One reason is the existence 
of ethnic Greek communities 
ing his opposition to the 
Maastricht Treaty and its sup-
port of global free trade. The 
slim paperback, published in 
France under the title Le 
Piege  (The Trap), caused a 
sensation. Everyone wanted 
to meet Goldsmith, including 
Philippe de Villiers, a powerful 
French politician who was 
creating his own party, 
L'Autre Europe, for this 
year's European elections. He 
convinced Goldsmith to join 
him. Together they cam-
paigned against global free 
trade (but for free trade in-
side Europe), against Maas-
tricht, against nuclear power, 
and against the unrestricted 
flow of immigrants through-
out Europe. 
To everyone's astonish-
ment, L'Autre Europe won 
12.3 percent of the French 
vote, and Goldsmith has 
wound up in Strasbourg at 
the head of a 19-member con-
tingent of MEP's. The book 
which robbed him of his re-
tirement is now being pub-
lished in English  . 
-Ester Laushway 
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that still cling to their Greek 
roots and preserve the lan-
guage. Another is the historic 
resonance of Alexander the 
Great, a conqueror who com-
pares with Tamerlane the 
Great in central Asia. 
Much as they did cen-
turies ago, Greek traders are 
using Odessa as a bridge-
head for reaching former So-
viet markets. Greek shipown-
ers, who controlled merchant 
shipping in the Black Sea 
until the 1920s, now manage 
a sizable percentage of the 
former Soviet fleet and are 
building new vessels at Black 
Sea shipyards. Investment is 
starting to follow as Greek 
businessmen set up joint ven-
tures with local companies to 
manufacture consumer prod-
ucts and process food. 
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And Greece's Black Sea 
connection was one reason 
why the northern Greek city 
of Thessaloniki has become 
the headquarters for the pro-
posed Black Sea Bank, due to 
start up next year. As the fi-
nancing arm of the Black Sea 
Economic Cooperation Or-
ganisation, the bank will fund 
trade and development in the 
region. Its 11 members in-
clude all the countries bor-
dering the Black Sea, to-
gether with Greece, Albania, 
Armenia, and Azerbaijan. 
As the only member coun-
try that belongs to the Euro-
pean Union, Greece is well 
placed to help channel EU 
funds to Black Sea projects. 
Another strength is its rela-
tively developed financial 
markets. 
At the same time, 
Greece's Export Promotion 
Organization is doing its best 
to exploit the old links, orga-
nizing trade exhibits in 
Moldova, Uzbekistan, and 
Kazakhstan. In Odessa, it 
went one step further, setting 
up a business center in a 
building that belonged to the 
Filiki Etairia, a secret society 
of Greek merchants who con-
spired to free Greece from 
Ottoman Turkish rule in the 
early 19th century. 
The newly restored build-
ing also houses the offices of 
the Foundation for Hellenic: 
Culture, a government-
funded organization that sets 
out to promote Greek culture 
in places where the diaspora 
has had an important role. 
From New York to Vienna 
and Alexandria in Egypt, the 
foundation organizes exhibits 
and other cultural events. 
In Odessa, the foundation 
also offers free Greek lessons 
and plans to follow the exam-
ple set by a Greek company, 
Tsompos Holdings, in Tash-
kent by helping to fund Greek 
studies at local universities. 
There are an estimated 
200,000 Ukrainians of Greek 
descent, and more than 
15,000 in Odessa alone who 
can speak the language, ac-
cording to foundation offi-
cials. And the city's archaeo-
logical museum is filled with 
artifacts excavated at the sites 
of ancient Greek colonial 
cities around the Black Sea. 
To underline the Greek 
presence, a cruise ship carry-
ing Greek artists, govern-
ment officials, and business-
men, sailed into Odessa in 
September to participate in 
the city's 200th birthday cele-
brations, among them the of-
ficial re-opening of the Filiki 
Etairia's lavishly renovated 
building. 
-Kerin Hope 
Editor's Note: Dzidra 
Briedis, writing from The 
Bishop's School in La Jolla, 
California, spotted our inad-
vertent revision of Baltic ge-
ography on page 18 of the 
September issue. In fact, the 
area labeled as Poland is part 
of Latvia. 
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White 
K
rzysztof Kieslowski's 
White, which won him 
the Silver Bear Award as Best 
Director at this year's Berlin 
Film Festival, is an oddly ap-
pealing combination of black 
comedy and drama. A Polish-
French production, it is part 
of Kieslowski's 
Three Colors trilogy 
and stars France's 
stunningly beautiful 
1  ulie Delpy and the 
Polish actor Zbig-
niew Zamachowski 
who does a very im-
pressive job in the 
main role. 
stolen on arrival, Karol is 
beaten up, and barely escapes 
with his life. However, he is 
persistent and inventive, and 
the new capitalist Poland pro-
vides him with a chance to re-
build his life and become 
well-to-do. 
Still in love with his wife, 
he stages his own death, 
which brings the wife to 
Poland for the funeral-and 
to cash in on his will. 
It turns out that Mikolajh 
changes his mind and, when 
the two are reunited in 
Poland, they enjoy some won-
derful moments tasting the 
joys of life. 
1  ust what Kieslowski is 
trying to say with White is not 
clear, but he undoubtedly 
means to comment on the 
new Polish economic order, 
and the enigmatic, tempera-
mental and unpredictable 
hardly any character whom 
one can really like, or even 
identify with. And maybe 
that's precisely what Kies-
lowski intended. 
Cafe Au  Lait 
C
afe Au Lait (ANew 
Yorker Films Release), 
written and directed by 
Mathieu Kassovitz, who also 
acts the lead part, 
is the kind of movie 
Woody Allen might 
have made, but 
most Hollywood 
studios would 
never make be-
cause of the racial 
sensitivities 
involved. 
It's a very funny, 
extremely well-
acted comedy, 
uniquely French, 
and certainly 
unusual in its 
theme and 
treatment. 
White leaves the 
audience probably 
not quite certain of 
how to react to this 
varied and often 
puzzling display of 
emotion and sym-
bolism. It certainly 
is a major film, and 
Kieslowski's direc-
tion is sensitive, 
highly imaginative, 
moody, and pictori-
ally stunning in its 
realism. 
The complex 
story all but defies 
French actress Julie Delpy and Polish actor Zbigniew Zamachowski star in Krzysztof 
Kieslowski's White. 
Caje Au Lait is 
about two young 
guys in Paris-one 
a footloose young 
Jew, the other the 
rich son of a black, 
Muslim diplomat-
who discover that 
they have the same 
synopsis. A Polish hair-
dresser, Karol, living on the 
edge in Paris and married to a 
stunning young woman, 
breaks up with her. In the di-
vorce proceeding, she main-
tains that their marriage was 
never consummated. He de-
cides to regain his dignity by 
returning to his native Poland. 
He meets a friend who 
helps him get back home in a 
large suitcase, but the case is 
While some of the plot is 
ludicrous and depressing, the 
film on the whole offers a 
host of moving and persua-
sive moments. Karol makes 
friends with Mikolaj, another 
Pole in Paris, who asks that 
he kill him with a pistol. 
Karol, greedy for the reward 
money, agrees but first fires a 
blank to make sure the "vic-
tim" really means it. It is a 
very memorable scene. 
Delpy very likely is meant to 
represent today's France. 
Zamachowski, who plays 
Karol, is an average-looking 
fellow, and it's difficult to see 
what Delpy sees in him. How-
ever, he persuasively conveys 
Karol's depth of depression 
and desperation and stubborn 
tenacity. 
If there is a major problem 
with White it's that in addition 
to being obscure, there is 
beautiful mistress in common. 
What they also have in 
common is her announce-
ment that she's pregnant 
though neither fellow knows 
whether he is the father; and 
she insists on having the 
baby. 
That leads to a number of 
explosive situations and 
equally explosive dialogue, 
laced with angry racial slurs, 
which are eventually solved 
November1994  47 when both men decide to 
take on the role of the 
prospective father until the 
child is actually born. 
Kassovitz, only 25 years 
old, is the son of a veteran 
French film director, and it's 
clear that he's a major talent. 
The photography is first-rate, 
the editing matches the crazy 
theme and pace of the movie, 
and the uninhibited perfor-
mances-including his 
own-are simply splendid. 
The dialogue has a kind 
of violent realism that also 
allows for a hint of deep 
feelings and surprising 
comradeship. 
Julie Mauduech is per-
fectly cast as the pregnant 
girl, in love with both men but 
independent to the extreme. 
Hubert Kounde looks and 
acts like a young Sidney 
Poitier, and Kassovitz is both 
outrageous and hilarious as 
the mixed-up Jewish kid 
brought up in a rough Parisi-
an neighborhood and enjoy-
ing the support of a delight-
fully wacky Jewish family. 
Caje Au Lait makes for 
splendid entertainment, but it 
also manages to convey a 
quite serious message about 
racial relationships and how 
the human side can overcome 
nasty, inherent prejudice. 
The subtitles are very 
faithful to the dialogue, rough 
as it may be at times, but 
then the whole picture deals 
very sensitively with ques-
tions of prejudice and con-
flicting emotions and respon-
sibilities. It's a great first 
effort which earned young 
Kassovitz a well-deserved 
French Cesar Award nomina-
tion for Best First Film and 
Most Promising Young 
Actor. 
Caro Diario 
C
aro Diario (Dear Diary), 
released by Fine Line 
and written and directed by 
the brilliant Nanni Moretti, 
who also stars in it, is a first-
48  EUROPE 
class though at times self-in-
dulgent movie that speaks 
volumes about the Italy of 
today. 
Moretti has a sharp eye 
and a telling wit that informs 
all the issues he covers in the 
picture. That explains why he 
won the Best Director award 
for Caro Diario at this year's 
Cannes Film Festival. 
This isn't traditional Italian 
filmmaking. Moretti's charac-
ter doesn't shy away from 
conveying truth as he sees it, 
even when it hurts. There are 
scenes that are profound, and 
others that are simply uproar-
iously funny and reflective of 
the mood in Italy today. 
Moretti hates the work of 
a pretentious television and 
movie critic. He goes to his 
house, finds him seriously ill 
in bed, and proceeds to read 
him his scathing reviews, 
leaving the man in convul-
sions of pain and with tears 
streaming down his face. 
And on the funny side, 
Moretti and a friend trying to 
escape from tourists, go to 
Stromboli. On top of the vol-
cano, they spy a group of 
American tourists below. The 
friend sends Moretti to ask 
the Americans what has hap-
pened recently on the soap 
opera The Bold and the Beau-
tiful. They happily reply with-
out showing any kind of as-
tonishment. 
Unfortunately, Moretti 
takes the audience on a 
seemingly endless ride on his 
moped, with the camera fol-
lowing him for long and bor-
ing minutes as he rides along 
an uninteresting landscape. 
The sequence is pointless 
and practically amounts to 
Moretti testing the patience 
of his audience. 
Moretti has a delicious 
sense of humor and his Caro 
Diario says a lot not only 
about Italy-he tends to phi-
losophize while riding along 
on his moped. 
Not one of the all-time 
"great" Italian films, but cer-
tainly one that establishes 
Moretti as an important voice 
in the Italian cinema of today. 
Significantly, though Moretti 
has made eight movies, this 
is the first one to reach our 
shores. 
-FredHift 
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The New Spain: From 
Isolation to Influence 
By Kenneth Maxwell and 
Steven Spiegel; Council on 
Foreign Relations Press; 126 
pages; $15. 
U
ntil a couple of years ago, 
Spain was the "hot" coun-
try of Europe. Its economic 
growth rates in the late 1980s 
led Europe; the cultural 
movida (movement) in film, 
music, and design was the 
continent's avant-garde; and 
in 1992 Seville hosted the 
Expo while Barcelona was 
the site of the Summer 
Olympics. 
Now a bit of a hangover 
has set in. Steep interest 
rates are stifling economic ex-
pansion; unemployment re-
mains the highest among the 
12 European Union countries; 
and Socialist Prime Minister 
Felipe Gonzalez, who once 
dwarfed the opposition Popu-
lar Party, now heads a minor-
ity coalition government. 
As this concise and in-
sightful study of contempo-
rary Spain by Kenneth 
Maxwell and Steven Spiegel 
should serve to remind us, 
however, the current chal-
lenges Spain faces are also 
those of many of its European 
partners. They should not 
mask the impressive achieve-
ments of the country, which 
has gone from "isolation to in-
fluence" in a short 20 years. 
Indeed, what is most re-
markable is that Spain, which 
in 1975-had a social and politi-
cal structure bearing many 
resemblances to a third world 
dictatorship, has outdis-
tanced several well-estab-
lished European democracies 
in terms of political muscle. 
Maxwell and Spiegel point 
out that as a member of 
NATO it played a key role as 
a staging area during the Gulf 
War, and Spanish troops are 
serving in the UN peace-
keeping force in Bosnia. 
As a member of the Euro-
pean Union, Spain has been 
one of the three main coun-
tries (along with France and 
Germany) maintaining the 
momentum of European in-
tegration. A testimony to 
Spain's crucial role in the EU 
is that Prime Minister 
Gonzalez was a clear favorite 
for the post of President of 
the European Commission. 
Widely seen as a man of vi-
sion and ideas, there are 
many in Europe who rue the 
fact that he ultimately did 
not seek the job. 
Yet obstacles remain to 
Spain participating in the 
more closely united Euro-
pean Union that may emerge 
later in the decade. Spain will 
have trouble satisfying sev-
eral of the economic criteria 
laid out in the Maastricht 
Treaty for countries to join a 
single currency in 1997 or 
1999. Maxwell and Spiegel 
are right to say that this will 
be the major test for Spain in 
the second half of the 1990s. 
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